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There’s no use waiting for 

_ your ship to come in if it 
hasn't been launched. Now 
is the time to launch your 
ship—your career—through 
education. Education pro- 
vides a good foundation for 
a sound, successful future. 
One way to obtain such a 
foundation is through re; 
gular saving and wise in- 
vestment. 
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CAN IBM ELECTRONICS 
PROFIT YOUR COMPANY? 
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Here’s the way to find out! 


Whether or not your company shares in 
the profits of electronic data processing 
may depend upon you. 

Better than anyone else—you know 
there should be no “snap judgments” 
on electronics. It takes time. Time to 
gather the facts, re-examine procedures 
.. .Teaffirm management requirements. 
The competitive picture in our growing 
economy demands that top manage- 
ment find the time to learn about elec- 
tronics. He looks to you for the signifi- 
cant facts. He relies upon you-to help 
him decide where, and how, electronics 
will improve his profit picture. And, 


whether or not he decides for electron- 
ics, your company still reaps the vital 
economies of this thorough re-examina- 
tion of systems and procedures. 

IBM will help you gather this data. 
From published brochures and appli- 
cation studies, to actual preparation 
assistance, IBM will cooperate with you 
to help your management ascertain 
whether electronics will be profitable 
for your company. 

Today—IBM electronic data process- 
ing machines are on the job on every 
type of data processing problem — in 
businesses of every size. Each working 


day, another IBM electronic machine is 
being delivered. You can be sure that 
in this rapidly growing field, IBM has 
the experience and know-how you can 
depend upon. What’s more, newer 
IBM developments will keep you out 
in front in electronics. 

Get the down-to-earth facts from 
IBM. Call your local representative or 
write: International Business Machines 
Company Limited, Don Mills Road, 
Toronto 6, Ontario. 
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@ The London Life Insurance 
Company has over $4,196,000,000 
of business in force—more than 
double the amount of 


seven years ago. 


@ There are now more than * 
1,235,000 individual London Life 
policies in effect. This does not 
include the certificates issued to 
persons insured under London Life 
Group Insurance plans; 

these certificates number 

well over 450,000. 


FACTS that spell 


ABILITY TO SERVE 


@ In 1957 the Company issued 
$578,000,000 of new life insurance. 
In other words, Canadians are 
purchasing life insurance 

from the London Life at the rate of 
$2,250,000 each working day 


of the year. 


These facts reflect the confidence of the people of Canada in the 


Company’s carefully selected and well trained representatives, and 


in its ability—proved by its record through the years—to provide 


life insurance at low cost to its policyholders. 


LONDON LIFE INSURANCE COMPANY 





Head Office: LONDON, CANADA 
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A Mater of Opinion 


With this issue, The Business Quarterly dons a new face. From 
cover to cover, editorially as well as typographically, the Quarterly has 
undergone major changes and revisions. It is our belief that through 
these changes our readers will find the Quarterly more readable, more 
interesting, and more informative. 


The Business Quarterly is intended to be a medium for the trans- 
mission of knowledge, viewpoints and information related to Cana- 
dian business. It is thus a medium of business education. As such, the 
responsibilities of the editors are twofold: 

1. To obtain and to present editorial matter of high quality, 
significance, and interest to people connected with Canadian business. 

2. To stimulate the interest of Canadian businessmen in the edi- 
torial matter presented. Our role is not passive: since our goal is busi- 
ness education, we must do what we can to promote such education. 


Let us be realistic: there are many who would quarrel with our 
goals. There are those, of course, who quarrel with capitalism in gen- 
eral and thus would not agree with us that business education is a 
desirable goal. Then there are those who, while agreeing with our 
objectives, would say that we have set ourselves an unattainable goal; 
that businessmen are not interested in stretching themselves, and that 
they will not read a publication such as ours. 


Our position on these questions is clear. We accept as a basic 
premise the desirability of the capitalistic system. We wish to see that 
business is conducted on as intelligent and informed a basis as possible. 
Furthermore, we cannot agree, at least on the basis of such facts as 
are now available, that businessmen are not interested in educating 
themselves. The unprecedented demand for university extension 
courses, the success of similar publications in other countries — these 
and other facts indicate to us that there is a real potential for an edu- 
cational business journal among Canadian businessmen. 


Frankly, to date we have not been as successful in attaining our 
objectives as we might have wished. Our circulation is still small. It 
is often difficult to obtain contributions, and it is still more difficult 
to obtain contributions of the quality we would like. Our circulation 
among practising businessmen is but a fraction of the potential. A 
disappointingly small proportion of our contributors come from the 
ranks of business itself. 


But while our efforts to date have made only limited headway, 
and while we face many problems, we earnestly feel that our objec- 
tives are both worth while and, ultimately perhaps, attainable. This 
new format and the revised editorial scheme thus represent but one 
facet of our sincere determination to further the cause of business 
education in Canada. 


At the same time, we must face the fact that the continued exist- 
ence and ultimate success of a publication such as the Quarterly hinges 
on the presence of two conditions: a demand on the part of Canadian 
businessmen for such a journal, and a continuing flow of top-flight 
editorial matter in our pages. Like the blades of a pair of scissors, these 
two conditions cannot exist independently; each depends on the other. 
The continued existence and ultimate success of the Quarterly will thus 
depend on the co-operative effort of readers, contributors, and editors. 


1 








1958 Model of another Remington Rand “first” 


When Remington Rand produced the first typewriter 
in 1873, only men worked in offices. The first ‘““young 
ladies” to enter business were trained and hired to 
operate the newly-adopted typewriters. So the first 
typewriter—Remington Rand—resulted in the first 
typist—forerunner of the typist and stenographer 
of today. 


Throughout the history of modern business, 
Remington Rand have been constantly adding “‘firsts”’ 
in a continuous pioneering effort . . . a far-reaching 
revolution in business methods that is shortening 
working hours and lowering costs. In 1903, Reming- 
ton Rand came up with the first insulated safe; then 
followed the first vertical adding and subtracting 
accounting machine, the first visible filing system, 
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Bookkeeping Machines ¢ Remington Electric, Noiseless, Standard and ‘Portable Typewriters ¢ Typewriter and Offset Duplicating S 


the first noiseless typewriter and the first electric 
typewriter. 


Of recent years, Remington’s most significant “‘first’”’ 
has been UNIVAC—the first commercial electronic 
computing system, and the greatest step towards the 
streamlining of office methods and the elimination 
of drudgery. We think you’ll be interested to learn 
just how much Remington Rand can do to help free 
your employees for more constructive tasks. Call or 
write any of our sales or service offices across Canada. 


LIMITED 
984 BAY STREET, TORONTO, ONTARIO 


BRANCHES ACROSS CANADA 


e Adding and Calculating Machines ¢ Visible Record Systems (Kardex) 
istant Cabinets 
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for sales: 


a complete 
packaging 
SErVvLce 


from design 
to final 


productzon 


Somerville packaging will emphasize 
the outstanding features of your product 
. . and sell it on sight. 


e Folding cartons 
e Set-up boxes 

e Bags 

e Wraps 


e Custom-created point-of-sale 
displays 


Call your nearest Somerville repre- 
sentative now for help with your 
packaging problems. 


6224 





Sales Offices: LONDON - Montreal - Toronto 


Peterborough - Kitchener - Hamilton - Windsor 


Sales representatives from coast to coast 





About Our Authors 


Born in Wales, David Owen, execu- 
tive chairman of the Technical Assist- 
ance Board of the U.N., was educated 
in Leeds and is a graduate of Leeds 
University. Following work on econ- 
omic planning and a lectureship at 
Glasgow University, he became personal 
assistant to the late Sir Stafford Cripps 
on his mission to India. In 1944 he : 
came officer in charge of League of 
Nations Affairs at the Foreign Office. 
He was a member of the British Dele- 
gation to the San Francisco Conference, 
and deputy executive secretary to the 
per commission of the United 
Nations. 


As head of the economic affairs de- 
partment of the U.N. since 1946, Mr. 
Owen was principally concerned with 
the organization of technical assistance 
for economically under-developed coun- 
tries. In August 1952 he became the 
first executive chairman of the Tech- 
nical Assistance Board which is com- 
posed of the U.N. and seven specialized 
agencies participating in the Expanded 
Program for Technical Assistance for 
economic development. 


Formerly the well-known “New York 
Times” correspondent in Europe and 
writer on economic topics, Michael L. 
Hoffman is now director of the Econ- 
omic Development Institute of the In- 
ternational Bank for Reconstruction and 
Development in New York. A native 
of North Carolina, he served a stint 
during the war in the U.S. Treasury. 


Vice-President of McLean, Budden 
Limited, Montreal investment managers 
and consultants, William Budden has 
been an analyst and buyer of securities 
since graduating from McGill in 1929. 
His career started in the Investment De- 
ee of the Sun Life and was fol- 
owed by a period of service as deputy- 
chief of the Bank of Canada’s Securities 
Division. He now finds time to act as 
honorary treasurer and financial advisor 
for the Montreal Museum of Fine Arts 
and has served in Montreal as President 
of the Canadian Club, Institute of In- 
ternational Affairs and Quebec Cancer 
Society. 


Eric Reford, who writes on U.S. sub- 
sidies to shipping and Canadian trade, 
is a graduate of McGill and Oxford 
universities. He is president of the 
Robert Reford Company of Montreal 
and Toronto, which has been in the 
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About Our Authors cont 


general steamship agency business since 
1865. Active in this family concern 
since 1924, he is an expert on steamship 
operations from all ports in Eastern 
Canada and the St. Lawrence, and a} 
past president of the Shipping Federa- 
tion of Canada. 


The author of our article on consumer | 
motivation research, Dr. David S. R.} 
Leighton, teaches marketing and mar- | 
keting research at the School of Busi- & 
ness Administration, University of | 
Western Ontario. His article is an out- | 
growth of his conviction that insuffici- 
ent attention has been given to bridging | 
the gap between marketing research} 
practitioners and businessmen. Dr. 
Leighton, a graduate of Queen's and } 
Harvard Universities, is co-author of 5 
two recently published books in mar- | 
keting—Problems in Marketing, 2nd edi- 
tion, (New York: McGraw-Hill, 1957); 
and Marketing in Canada (Homewood, 
Illinois: Richard D. Irwin, Inc., 1958). 
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Prewar assistant financial editor of * 


the News Chronicle and correspondent | 
of The Economist in London, England, 
postwar director of U.K. Information 
Services in Canada, Gordon Huson 
combines editing the Business Quarterly 
with teaching international trade, busi- 
ness forecasting and investment man- * 
agement. He studied at London and 

Paris universities and is a barrister-at-— 
law. 
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Mrs. Mary Orde, for the past ten 
months secretary of the “Business Quar- | 
terly”, was formerly secretary to the 
secretary-general of the Arts Council of § 
Great Britain, and for seven years a 
journalist in Oxford, Nottingham and 
other cities. 


Mr. Charles W. McInnis, president of / 
Ontario Hog Producers Association 
since its foundation in 1941, owns and 
operates a mixed farm at Iroquois, On- 
tario together with one of his three 
sons. He has also been active in the 
Concentrated Milk Producers Associ- 
ation, of which he is a director, and is 
on the board of governors of the On- 
tario Federation of Agriculture. 


He was born and has always lived in 
the Iroquois district. Of his two other ' 
sons, one is a lawyer and one a pilot 
with T.C.A. 
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8). The Canada Life continued its aggressive expansion program in 
ol 1957. During the year, the Company passed the three billion 
deni dollar mark in business in force*. This is an increase of one 
me billion dollars in just over three years. 

uson 


me Vitality, and our use of both new and proven ideas, have 


nan- given to us at the Canada Life the strength on which to base this 
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* All business reinsured with other companies has been deducted. 
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bie chances of doing business with the United 
States are improving in some ways, worsening 
in others. 


They are improving because, for, the first time 
since the war, the American people and the Congress 
are becoming aware of the very real points of fric- 
tion which have arisen. As long as Ottawa tried to 
clear up these points of friction—oil, lead and zinc, 
copper, waterpower, lumber, wheat, cheese and dairy 
products, and fish—by standard Edwardian diplo- 
matic practice of presenting the ambassador's compli- 
ments to the Secretary of State . . . and having the 
honor to remain, etc., the placid surface of public 
opinion was unruffled because there was nothing to 
ruffle it. 


The new Diefenbaker tactic of being noisy in 
public about the protest in private is something 
which is understood here. When the Canadian Gov- 
ernment deals with the State Department alone, it is 
not dealing as from power to power. President 
Eisenhower made that quite clear when he told a 
reporter who wanted something done about the Dis- 
trict of Columbia: “You will have to go to Congress 
for that, and that means you will have to get your 
case to the people, to the grass roots.” The Canadian 
Government equally has to get its case to the grass 
roots, to the people, as well as to the State Depart- 
ment. Americans are distressed as they become aware 
of the real state of relations with Canada. The Senate 
has decided to give foreign policy a thorough inspec- 
tion. Its Foreign Relations Committee will examine 
it region by region. For the first time in modern 
history, Canada will be given its individual hearing. 


On the House side Brooks Hays of Arkansas 
and Frank Coffin of Maine, both Democrats, have 
prepared a report on Canada after two visits to see 
for themselves. They were in the House gallery to- 
ward the end of the session and were impressed with 
its liveliness. Incidentally, keep an eye on Repre- 
sentative Coffin. His constituents are largely French 
speaking. He is learning to speak the voters’ lan- 
guage, both literally and figuratively. He intends to 
make himself a specialist on Canadian affairs. He is 
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intelligent and his views on waterpower, including 
downstream benefits, fisheries, lumbering, fossil 
fuels, and seaward sovereignty will be worth follow- 
ing. Merchants’ associations interested in these mat- 
ters might find it worthwhile giving him their out- 
look and getting his reactions. Both sides could 
profit. 

All this is to the good. So, too, is the strong, if 
spotty, Democratic support for the President's appeal 
for a five-year extension of the Reciprocal Trade Act. 
On the other hand, tariff sentiment is growing up 
in the newly industrialized South and particularly 
reflected among Southern Democratic Congressmen. 
The extension is likely to be reduced. Membership 
in the Office of Trade Cooperation (GATT) will 
have a hard time. 


The slump will make it harder to do business. 
Mr. Eisenhower and his advisors say things are going 
to turn up by mid-summer. Almost everybody else 
thinks they will not. Unemployment is at 6.5% and 
still rising. Instalment debts are rising. Bafikrupt- 
cies are rising. The Federal Reserve rate is falling. 
So is the stock market, although it appears recently 
to be leveling out. Company operating statements for 
the next six months are bound to be depressing read- 
ing, and the stock market is apt to be more influ- 
enced by them than by the long-term prospects. 


Not as much new money is going into defence 
as the headlines would make it appear. The effect of 
new spending can hardly make itself felt before the 
end of this year. 


The budget for the fiscal year ending next June 
30th will certainly show a deficit. If the slump con- 
tinues, there may be a tax cut, the President says. 


The Administration may propose remedial 
measures, but Congress will certainly dispose. The 
Administration's lead is feeble and intermittent. Con- 
gress, particularly the Senate, is strongly directed by 
Lyndon Johnson, the Majority Leader, and may im- 
pose its views in matters of trade, taxation, defense, 
outer space, education, foreign policy, agriculture, 
and the cold war. This is exhaustive. It may be 
exhausting, too. 












_—. Ontario business community will welcome 
recent changes in Ontario corporation tax regu- 
lations which indicate that the Ontario authorities 
are not unsympathetic to the problems of the Ontario 
manufacturer who was placed at a serious competi- 
tive disadvantage by the previous regulations. 


As pointed out in an earlier article in this series, 
the variations in the federal, Quebec and Ontario 
formulae for the allocation of income to the various 
provinces previously resulted in duplicate provincial 
income taxes on profits earned on direct shipments 
to customers in the Province of Quebec by an Ontario 
manufacturer who also maintained an office in Que- 
bec. On the other hand a Quebec manufacturer 
would have completely escaped provincial taxation 
on direct shipments to Ontario although he would 
still be eligible for the 9% federal tax credit in res- 
pect of such shipments. 


At one time there was considerable hope that 
this unfortunate situation would be corrected by the 
adoption by federal and Quebec authorities of the 
original Ontario formula which attributed a sale to 
the location from which the goods were shipped to 
a customer. This solution was not effected, however, 
for while the federal regulations were actually 
changed during 1957 to the Ontario “direct ship- 
ments” rule and subsequently changed back to the 
old basis in 1958, the Province of Quebec indicated 
its intention of retaining its method of allocation 
based only on the residence of the customer. Hap- 
pily, the Province of Ontario then took action to 
correct the existing inequities and amended its regu- 
lations to effect the following: 


(a) A change in the basis of allocating income 
so that profits resulting from a sale are now 
attributed to the jurisdiction in which the 
customer resides, provided that the vendor 
maintains a permanent establishment in 
that jurisdiction. 





Canadian Taxation 


and the Businessman 


(b) The establishment of a new basis for the 
computation of the Ontario tax payable by 
those companies which are taxable both in 


K. W. LEMON, . 
Ontario and Quebec. | 


This new basis provides for an appropriate increase © 
or decrease in the amount of Ontario tax payable so 
as to eliminate the avoidance or duplication of pro | 
vincial taxes which previously resulted from the dif- 7 
ferences in the formulae adopted by the two prov: 
inces for the allocation of taxable income. Thef 
newly adopted regulation has the effect of establish. * 
ing the total provincial taxes payable by all com-} 
panies that are taxable in both Ontario and Quebec! 
at: 
(a) 11% of income earned in Ontario—based 
on Ontario allocation formula, 
(b) 9% of income earned in Quebec—based on 
Ontario allocation formula. 





Thus by a change in regulations, Ontario has elimi- 
nated both the privilege enjoyed previously by Que- 
bec companies and the penalty to which Ontario com- | 
panies were subject. As a result almost all of the ¢ 
inequities are removed and the total of federal and 
provincial taxes payable by most cc ~porations will 
amount to 47% (20% on income up to $25,000) 
plus 2% of the income allocated to Ontario in 
accordance with the Ontario formula. 


~ 


w. ew 
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Most Canadian business men must consider the 
complex and varied formulae for the allocation of } 
income as further confusion compounded on top of , 
the cost and nuisance value of provincial taxation. 
Despite the continuing problems which result from 
the imposition of provincial taxes, however, it should , 
be realized that the Province of Ontario through its 
recent amendments has made a very real contribution 
to the elimination of the previously existing difficul- 
ties and inequities. It is to be hoped that considera- 
tion will continue to be given to this subject and 
that additional steps will be taken to reduce even : 
further the burden inherent in provincial taxation. | 
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NO LONGER ARE PROBLEMS! 


Whether it’s a simple report of a few 
pages and a few copies, or a monu- 
mental report of hundreds of pages, 
it can be copied onto offset paper 
masters by xerography at low cost. 

Quality is exceptional. Each copy 
run off on an offset duplicator from 
a master prepared by xerography is 
precisely like the original. Everyone 
else’s copy will be as good as yours. 

What’s xerography? 

That would have been a fair ques- 
tion a few years ago when The 






e Xerography copies anything written, 
printed, typed, or drawn e Same, en- 
larged, or reduced size © Copies onto 
all kinds of masters— 
paper, metal, spirit, trans- 
lucent—for duplicating 
Copies line and halftone 
subjects. 


Haloid Company first unveiled it. 
But today xerography is widely known 
—in business, industry, and govern- 
ment—as the world’s most versatile 
copying process. 

Every department in a modern 
plant can use xerography profitably, 
day after day, week after week, speed- 
ing intracompany communications, 
getting vital information to the field 
quickly, cutting important costs 
everywhere. 

Xerography is used increasingly to 
prepare masters for cumulative re- 
ports; catalog, inventory, and cost 
sheets; engineering drawings, man- 
agement reports, manuals, office and 
factory forms, personnel and tele- 
phone directories, price lists, sales 
letters, news releases, and others. 


Every day someone finds new uses 
for versatile xerography. And every 
day it’s saving money, doing things 
never before deemed feasible. 

If you’ve installed XeroX copy- 
ing equipment, you know that speed, 
quality and accuracy in paperwork 
duplicating no longer are problems. 

At no obligation to you, our trained 
representative will make a survey of 
your paperwork to determine possi- 
ble savings in cost, or reduction of 
forms inventory. Write today. 


THE HALOID COMPANY OF CANADA, LTD. 
DEPT. 32 © 728 BAY STREET © TORONTO 2 
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U.N. Technical Assistance: 


HELPING OTHERS HELP THEMSELVES 


The Executive Chairman of the UN Technical Assistance 
Board tells us here himself of the problems, achievements and 
expectations of the United Nations expanded programme of 
technical assistance. In his view, technical assistance has been a 
major instrument in helping solve some of the world’s economic 


and social problems. 


P gpteage ptcmargy" by a constant world spotlight, 
the United Nations General Assembly and 
Security Council have spent twelve years attempting 
to stop or allay successive outbreaks of hostility in 
different parts of the world. Under far less publi- 
cized conditions, the United Nations family is also 
coming to grips with some of the basic economic and 
social problems of the world. Both its political and 
its economic and social tasks were specifically de- 
fined for the Organization in the Charter signed at 
San Francisco in 1945. 


Article 55 (a) of the UN Charter declares: 
“With a view to the creation of conditions of stabil- 
ity and well-being which are necessary for peaceful 
and friendly relations among nations based on 
respect for the principle of equal rights and self- 
determination of the peoples, the United Nations 
shall promote . . . higher standards of living, full 
employment, and conditions of economic and social 
progress and development . . .” 


Technical assistance is one instrument, and prob- 
ably the most far-reaching, by which international 
cooperation is being turned to the solution of econ- 
omic and social problems confronting a majority of 
the world’s inhabitants. The transfer of knowledge, 
industrial techniques and skills from one people to 
another is sufficiently ancient to engage the attention 
of archaeologists, and it has been a theme for stu- 
dents of every century in the written history of man- 
kind. What is new in our time is the recognition by 
the industrially developed and wealthier nations of a 
shared responsibility for progress. This has led to the 
development of such practical cooperative machinery 
as the United Nations provides in its economic and 
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social aspects. Humanitarian sympathy with the 
under-privileged and a broadening concept of inter- 
national relations have been partly responsible for 
this attitude, but enlightened self-interest has not 
been without its influence on the growth of new 
policies. “Poverty anywhere is a threat to prosperity 
everywhere”, says a familiar slogan adopted by the 
International Labour Organization. 


The more advanced countries have come to real- 
ize that their well-being depends on the economic 
and social health of the rest of the world. ;In the 
less-developed countries, men and women who once 
took starvation and disease for granted have become 
restlessly aware that they can aspire to more. 


A PROGRAMME TAKES SHAPE 


By the time the United Nations Organization 
entered the field, most governments already were 
developing economic plans of their own; some had 
made progress, but nearly all were severely restricted 
in their planning by lack of capital. Even if ade- 
quate capital had been available, however, something 
equally basic was lacking to them. Capital could buy 
or build factories but who was to run them and tend 
the machinery? It could provide tractors, but who 
would service them? It could build schools — but 
who was to teach in them? The real asset of all these 
countries was still the potential of their citizens; and 
a tremendous task lay ahead in helping them to 
realize that potential. Nearly eight years have 
passed since the United Nations set up the machinery 
of a Programme through which the technical re- 
sources of the whole world could be mobilized and 
skills transferred from one country to another as they 
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were needed. The operation is referred to as a 
“Technical Assistance Programme”, although I have 
always felt this title to be too austere for work which 
is inherently humanitarian and appealing to the 
imagination. 
Technical assistance in one of its simpler as- 
can be illustrated by one of the first projects 
which the Programme undertook. The Government 
of Afghanistan wanted to introduce simple farm 
implements to pastoral nomads who were using only 
primitive sickles to harvest their crops. A team of 
agricultural experts set up small demonstration 
centres at points where the Afghan farmers had to 
pass on their way down the mountains. In three 
areas Swiss and Austrian experts—sent by the Food 
and Agriculture Organization of the United Nations 
—opened new possibilities to these farmers by intro- 
ducing them to the scythe, the hoe, the fork and the 
hay rake. 


THE FIRST STEPS — TOWARDS A FULL PROGRAMME 


Among the international agencies practising 
technical assistance between the World Wars was 
the International Labour Organization, which gave 
a limited amount of technical advice in such matters 
as labour and industrial relations. After 1945 Spe- 
cialized Agencies in other fields were established as 
part of the system of International Organizations 
working with the newly created United Nations. 
The World Health Organization gave technical 
assistance in combating disease and raising health 
standards. The Food and Agriculture Organization 
gave advice on agricultural development, although 
on a very limited scale, while UNESCO advised gov- 
ernments on their educational development, scientific 
research and mass communications. From 1947 on- 
wards, the United Nations itself, through its econ- 
omic and social departments, began to supply 
technical services that did not fall within the scope 
of any existing Specialized Agency. Resolutions 
passed in 1946 and 1948 by the General Assembly 
set aside a small portion of the UN’s yearly budget 
to help its member nations solve problems—first in 
social welfare, then public administration and finally 
in economic development. The amounts allotted, 
however, totalled less than $2,000,000 per year. 


Building on these early modest efforts, the 
Economic and Social Council and the General 
Assembly in 1949 worked out and approved the 
framework of the Expanded Technical Assistance Pro- 
gramme, to make available to under-developed coun- 
tries, at their request, a wide range of technical 
advice, guidance and training facilities. 


The Expanded Programme began operations in 
the summer of 1950. It called on the technical re- 
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sources of seven Specialized Agencies as well as 
those of the United Nations. The International 
Labour Organization, the Food and Agriculture Or- 
ganisation, the U. N. Educational, Scientific and Cul- 
tural Organisation, the International Civil Aviation 
Organisation, the World Health Organiza- 
tion, the International Telecommunications Union 
and the World Meteorological Organization became 
participants in the Programme, while the United 
Nations created a Technical Assistance Administra- 
tion in its Secretariat to coordinate its own technical 
assistance services. 


These eight “participating organizations’ cover 
between them nearly every aspect of economic or 
social development. Their work is coordinated by a 
Technical Assistance Board, consisting of the repre 
sentatives of each of the above-mentioned organiza- 
tions and an Executive Chairman—in which capacity 
I have been privileged to serve. 


“DEALING IN SERVICES” 


The machinery of the Expanded Programme 
takes three forms: 1) experts are provided for indi- 
vidual countries on advisory and training missions, 
2) fellowships are awarded to the nationals of the 


less-developed countries enabling them to advance | 


their knowledge abroad, and 3) a very limited 
amount of demonstration equipment is supplied. 


/ 
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The Expanded Programme has always relied | 


heavily on the quality and qualifications of the 


experts who are sent out as “international civil ser- 


vants”. Technical assistance, for all its complex 
structure and terminology, can eventually be reduced 
to the picture of one person trying to communicate 
his knowledge to others, and of one man trying to 


understand and appreciate the problems and the out- | 


look of the people he has been asked to help. 


The recruitment of experts has been, and will 


: remain, a critical matter for us. Despite an unprece- 


dented area of selection, great care and caution must 
be taken in the choice of the right man or woman 
for each assignment. The “ideal” expert should com- 
bine technical skill and experience with a rare com- 
bination of personal qualities — maturity, patience, 
tolerance, enthusiasm and adaptability. We have im- 
proved our recruitment procedures gradually through 
the years, enlisting the support of Government De- 
partments, private organizations, UN Associations 


and research institutes. In all, over 6,000 experts ' 


have been sent out by the United Nations and the 
Specialized Agencies since 1950, singly or in mis- 
sions of 2 to 20. The number of specialties of these 
experts must run into several hundred. Even those 
of us who are concerned with the day-to-day opera- 
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tions of the Programme are continually surprised by 
the nature of the things that these international 
pioneers are“expected to know. Requests from Gov- 
ernments have included such varied qualifications as 
“a Swahili-speaking fisheries expert”, “an expert 
with good practical experience in nomadic or semi- 
nomadic life” or “a specialist in thin-section slicing 
of rocks to make microscopic slides”. 


A typical project involving the services of an ex- 
pert would begin—as always—with a request from a 
government. The Government of Paraguay, for 
example, asked for a postal expert as far back as 
1953. At that time, the postal system in Paraguay 
could have been considered the worst in Latin Amer- 
ica. . . . Thousands of parcel-post items were back- 
logged; there was no workable system of postal rates 
and tariffs. Airmail services were inefficient, com- 
plaints were numerous and delays routine. 


The Government of Paraguay had taken the 
first step towards improvement by establishing a 
“Postal Reorganization Authority”. The United Na- 
tions secured the services of a well-known postal and 
telecommunications specialist from Colombia. He 
arrived in Paraguay in 1953 and spent the next few 
years working on two levels of postal reorganization 
—the broad policy level and the day-to-day routine. 
Working with Paraguayan authorities, the expert 
helped them to set up a new accounting system, to 
change and increase postal hours, to systematize the 
handling of all kinds of mail and to reorganize the 
very structure of the Post Office. 


Finally, the UN awarded a fellowship to a 
Paraguayan postal official, enabling him to study in 
Colombia. He has since returned to Asuncion to be- 
come the head of Paraguay’s new Postal School. In 
four years, this project has been remarkably success- 
ful—so much so that the postal system now estab- 
lished in Paraguay is rated among the best on the 
continent. Not every technical assistance project can 
show important results within so short a period— 
but then this project benefited from having the two 
“necessities” in technical assistance—the active and 
enthusiastic support of the Government and the 
tight choice of expert. 


Fellowship awards made under the Expanded 
Programme are often connected with the visits of 
experts. The awards are generally planned in such 
a way that a fellow comes back to his country better 
prepared to follow up the advice, or to take over the 
work, of an international expert. To a lesser extent, 
Governments request individual fellowship awards to 
further their own training plans, unrelated to ETAP 
projects. 


In all, the United Nations and the Specialized 
Agencies have made nearly 15,000 fellowship grants 
in the past eight years. These awards are made to 
candidates in the less-developed countries who al- 
ready have some experience in their fields, but who 
would benefit from further training in the more ad- 
vanced countries. The grants can have a benefit far 
out of proportion to the modest sum spent by the 
Programme, as witness the following case: 


A young Libyan veterinarian was selected by his 
Government for advanced training abroad — at the 
suggestion of the FAO sheep husbandry expert as- 
signed to the country. Under an FAO fellowship he 
was sent to train in Australia for a year. Because of 
the promise that he showed during that time, his 
fellowship was extended to give him three years in 
Australia. First, he studied at the State Veterinary 
College in Brisbane, then the next year at the 
Queensland State Agricultural School, and finally he 
worked under the Director of Sheep Husbandry for 
Queensland. On his way home, he was given the 
opportunity to visit sheep stations in India, Egypt, 
Turkey and Syria—to see how they were operated. 
When he returned to Libya at the beginning of 1956, 
he replaced the FAO expert as head of the Govern- 
ment’s new Sheep Research Station near Tripoli. 


FUNDS FOR HUMAN SKILLS 


Since the Expanded Technical Assistance Pro- 
gramme was initiated, more than 5,000 different pro- 
jects have been undertaken in some 125 countties and 
territories. 


To finance this widespread operation, a Confer- 
ence is called each year, at which governments are 
invited to contribute to a Special Technical Assist- 
ance Account The funds pledged at this Conference 
are allocated amongst the participating organizations, 
each organization receiving a share corresponding to 
the volume of projects it will undertake during the 
year. Governments invited to the Conference may be 
members of the United Nations or one of its 
Agencies, and individual annual contributions by 
governments have ranged from a maximum of 
$15,500,000 from the United States to token pledges 
of $2,000 from the Vatican and the equivalent of 
$3,000 from Laos. For 1957, 84 governments con- 
tributed a total of $31,072,000. This includes con- 
tributions in the equivalent of $2,240,000 from the 
United Kingdom, $2,000,000 from Canada, $1,450,- 
000 from France, and $1,000,000 from the Soviet 
Union. The greater part of these funds is given in 
the currencies of the contributing countries, and 
must often be used in those countries. 


13 








Recipient governments themselves are the judges 
of how their share in these funds is to be spent. 
Eight months before the start of the calendar year, 
the Technical Assistance Board indicates to each 
country receiving UN technical assistance the ap- 
proximate amount of aid which that country will 
receive from the Programme during the following 
year. Naturally that figure will depend largely on 
the amount of aid which each country is already re- 
ceiving. 


Once governments know the sum they can ex- 
pect by way of assistance under the Programme, they 
draw up specific project requests in consultation 
with the Resident Representatives of the TAB and 
the technical representatives of the various Special- 
ized Agencies. Governments decide which technical 
assistance projects they wish to continue, which new 
projects they want to add, and the specific priorities 
they attach to each new request. They then submit 
comprehensive requests for the approval of the 
Economic and Social Council and the General 
Assembly. 


The largest programmes undertaken by the UN 
“family” of organizations in recent years have been 
if ‘India, Pakistan, Iran, Yugoslavia, Libya and 
Burma. Each of these countries has received services 
and equipment involving a cost to the Special Fund 
of $750,000 or more a year. On a regional basis, the 
activities of the Programme are most heavily concen- 
trated: in Asia and the Far East, where a high pro- 
portion of the world’s people is living on the brink 
of: starvation. Latin America receives the next big- 
gest share of aid, with some 26.5% in 1958. The 
Middle East, followed by Africa and Europe, com- 
pletes.the list. One of the most interesting changes 
in..the distribution of UN aid in recent years has 
been the increase in our operations in Africa. There, 
the Programme has responded to the requirements of 
newly -sovereign Ghana, Sudan, Morocco and Tu- 
nisia. The Governments of these countries are look- 
ing to the UN both for policy guidance and technical 
training- to help meet the responsibilities of inde- 
pendence. 


I have already mentioned the Resident Repre- 
sentatives of the Technical Assistance Board, insofar 
as they advise governments on programme planning. 
The system of Resident Representatives is actually 
one of TAB's most valuable instruments for co- 
ordinating the Expanded Programme in the field— 
and for keeping the Programme attuned to the needs 
and attitudes of the various recipient countries. 


There are now 30 Resident Representatives cov- 
ering 45 of the countries where our operations are 
on the largest scale. These Representatives fulfill 
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: 
many functions. They are coordinators, administra- } 
tors, economists and planners; but they must also be ' 


counsellors, arbitrators, public relations experts and 


catalysts. They provide liaison between the TAB and ? 
Participating Organizations on the one hand and gov. | 


ernments on the other. They coordinate our work 


with that of the various bilateral and private tech- ! 
nical assistance programmes. It is, finally, the job of | 


each Resident Representative to ensure that the com- 

plex operation of international technical assistance 

proceeds smoothly and efficiently in his area of | 
assignment. 


FROM GRASS-ROOTS TO GOVERNMENT 


The Expanded Programme's yearly budget has } 


been extremely modest, if one considers it against 
the needs of the less-developed countries. We can 
meet probably less than a quarter of the most urgent 
needs of governments. The Expanded Programme 
has made the most of its budget by using funds 
specifically for the provision of urgently needed 
human skills and allowing only a minimum expendi- 
ture for demonstration equipment. 


There has been no limitation, however, on the 
fields in which the UN and its Agencies have been 
prepared to help the less-developed countries, pro- 
vided that the aid requested is related to economic 
development and the improvement of living condi- 
tions.. Within these terms of reference, the UN 
family has been called upon to undertake projects to 
develop source industries, to help run malaria eradi- 
cation campaigns, to develop model schools, to train 
literacy teams and to supervise housing surveys. 


Not only the skills but the ways in which they 


are applied vary greatly. People sometimes tend to — 
think of technical assistance in terms of missions / 


established in primitive communities, teaching vil- 
lagers the rudiments of literacy, hygiene, farming, 
etc. This type of project is indeed an important part 
of the Expanded Programme's operations, but it is 
only one type. An equally basic, though less 
romantic-sounding, type of project brings technical 
aid to bear on the problems of government and 
policy planning. A good percentage of the requests 
we receive call for advisers to serve with—or under 
—a Government Ministry or Department. There is 
also a very broad and inclusive “middle-ground” of 
projects of the institutional and constructional vari- 


ety. These include the building, organization and | 


general guidance of hospitals, nurses’ training 
schools, academic, technical and rural schools, agri- 
cultural research and training institutes, public ad- 
ministration schools, and hundreds of other special- 
ized training centres. 
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WATER FOR SANTA APOLONIA 


An assignment at the “grass-roots” level is often 
the most challenging of all, for it generally involves 
introducing new methods to people who are sus- 
picious of anything novel or foreign. This was par- 
ticularly true of one of our village projects among 
the indigenous Indians of Guatemala. 


The typical Indian of Guatemala—and its neigh- 
bouring countries—is almost illiterate. He usually 
speaks no Spanish, but one of eighteen tribal lan- 
guages. He is deeply rooted in ancestral customs, 
traditions and ways of life. Colonization and the 
exploitation of his people for four centuries have 
made him look with suspicion on any interference, 
however well meant, in his affairs. He tills the land 
very much as his ancestors did before the Spaniards 
came, using a wooden plough. He is age ah ih in 
financial straits, migrates to the coast during the 
harvesting season in search of work and falls an easy 
prey both to tropical diseases and to “suppliers” of 
labour. 


At the request of the Government, the ILO sent 
a French agricultural labour expert to Guatemala in 
1952. His aim was to help raise the productivity of 
the Indians in the regions in which they live, thus 
gradually lessening the need for migration to seek 
work and putting them in a better position to discuss 
terms of employment, should they still decide to go 
down to the coast. Together with national labour 
officials and members of the FAO team in Guate- 
mala, the expert decided to organize a trial produc- 
tivity centre in the village of Santa Apolonia. The 
problems of the village were typical: “Why do you 
want to help us?”—was the first question and the 
first obstacle. The expert’s first suggestion—that the 
villagers construct their own simple irrigation sys- 
tem—was immediately blocked by the suspicions of 
the village elders. He was still a foreigner whose 
ideas were to be distrusted. 


A good deal of time passed before the expert 
saw an opportunity to dispel the distrust. One of the 
young farmers came to him for advice on how to 
keep the rats from eating his maize and how to pro- 
tect his carrot and potato crops from insects. The 
expert made two simple suggestions, first that the 
maize be hung from a roof out of reach of the rats, 
and secondly that the farmer try spraying a simple 
insecticide. Out of the results of these small innova- 
tions came a gradual acceptance of, and confidence 
in, the expert. The villagers finally built the dam 
that he had proposed, and the elders themselves 
began to use che waters. 


This was a first step. Next, vaccination of 
domestic animals; then the distribution of medicines 





to the sick and of milk to the children (UNICEF 
contributed 2,190,000 units); then a sheep-breeding 
course, a training centre for carpet-makers; then in- 
struction on the treatment of fruit trees. The most 
important step of all was the creation of a central 
Government Department which will operate a simi- 
lar programme in different parts of the country. The 
Chief of this Department is the man who travelled 
with the French ILO expert and worked as his na- 
tional counterpart. 


ONE STEP AHEAD OF FAILURE 


This project in Guatemala will take years to 
affect all the Indians in that country. Other grass- 
roots projects must proceed faster if they are to 
overtake the problem before it overtakes them. This 
is true of much of the malaria control work in Asia, 
where the growing immunity of mosquitos to DDT 
is putting the campaign on a “now-or-never” basis. 
The World Health Organization (WHO) has given 
its heaviest and most successful malaria control sup- 
port in recent years to the Indonesian Government. 


The WHO began its work in Indonesia in 1952. 
At that time, in some areas of the country one baby 
in every two had malaria before it was a year old. 
Now, five years later, most children born in the 
same area will never have the disease. The success 
of the campaign is due to the active interest and sup- 
port of the Government, and to the aid given, not 
only by the WHO, but also by the United States Gov- 
ernment and UNICEF. At present, 4,000,000 Indo- 
nesians have been protected. As a result; of the 
spraying, some 50,000 acres of land previously aban- 
doned because of the disease are being put back into 
production. This action has already been responsible 
for an annual increase in rice production of 58,000 
tons—more than two days’ ration for every man, 
woman and child in Indonesia. 


Finally, some 3,000 Indonesians are working on 
the spraying and follow-up operations, and addi- 
tional staff are being trained in centres staffed by 
WHO and USA technicians. The new workers are 
essential to realize Indonesia’s goal of eradicating 
the disease entirely within a few years. 


FOUNDATION FOR THE FUTURE 


The largest category of Expanded Programme 
projects operates out of schools, workshops, research 
and technical institutes and laboratories. There, 
young men and women are being trained by inter- 
national experts to take part in the future develop- 
ment of their countries. The United Nations, for 
example, took part in the training and research that 
preceded the discovery of oil in Israel. 
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Oil was struck in the Heletz region of the coun- 
try in 1955, climaxing exploratory work that went 
back more than 20 years. The current drive began in 
1953, when the Government passed a new petroleum 
law defining the relationship between the State and 
the private oil companies—and pledged State assist- 
ance to these companies. In accordance with its 
pledge, the Government of Israel asked the United 
Nations Technical Assistance Administration 
(UNTAA) to send it a number of experts in dif- 
ferent phases of oil prospecting. 


In 1953 the UN recruited a petroleum geologist 
from the United Kingdom. He immediately undertook 
two jobs—to help organize an oil division in Israel's 
Geological Institute and to assist the oil companies 
in appraising the results of their test drilling. At the 
end of 1954, the UN sent one of the world’s fore- 
most geologists from Sweden to Israel, where he be- 
came Acting Director of the Israeli Geological Insti- 
tute. In that year and in 1955, two seismic special- 
ists were added to the UN mission. Their job was to 
take scientific soundings and to use them as a basis 
for deciding where to drill for oil. Their advice was 
instrumental in choosing each of the test drilling 
sites. In the course of this exploration for oil, as in 
all other technical assistance projects, the UN per- 
sonnel acted in an advisory and training capacity, 
and they will continue to do so as Israel extends her 
oil development programme. 


IN AND NEAR THE CABINET 


On an increasing scale, the Governments of the 
less-developed countries are calling on the Expanded 
Programme for a form of advice that could hardly 
have been forecast a decade ago. Experts are being 
requested at the most senior level to help plan policy 
in the economic, fiscal, industrial, agricultural, labour 
and health fields. They are being assigned as advis- 
ers in government offices; they are becoming tem- 
porary members of development and coordinating 
boards and heads of government departments. They 
are even serving at sub-cabinet and cabinet levels. 


The trend was begun over seven years ago with 
requests by the Governments of Bolivia and Indo- 
nesia for economic consultants. In Colombia and 
Libya, statistical experts from the UN, the ILO and 
the FAO have organized central Statistical Depart- 
ments and Services. More recently, the Expanded 
Programme has been asked to help the newly éstab- 
lished Ministry of Planning in Afghanistan in con- 
nection with its Five-Year Development Plan; in 
1958 UN economists will be attached to the Director- 
ate of Planning in Cambodia; they will take part in 
economic and statistical organization in Ghana, and 
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will help appraise national resources and plan devel- 
opment policies for Nepal, the Sudan and Tunisia. 


“HIS OWN SMALL REVOLUTION” 


The drama surrounding the sending of these 
experts to all parts of the world may obscure the 
fact that some 20% of the Programme’s resources 


are used to launch a process-in-reverse, which is | 


equally effective in training personnel. This is the 
fellowship programme. 


Fellowship aid may take longer to build up its 
effects than the expert phase of the Programme, but 


when these fellows return to positions of responsi- | 


bility, the cumulative results of their training may in 
the long run have a greater impact on the develop- 
ment of their countries. I have sometimes felt in 
my own travels that the cost and effort put into the 
Programme was justified by the achievement of a 
single returned fellow whose imagination had been 
fired by his experience abroad and who was making 
his own small revolution in some segment of his 
country’s economy. Some of these ex-fellows have 
gone on to positions of great importance. One is now 
the Secretary of the National Economic Council of 
the Philippines; another is the Dean of the Faculty 
of Medicine of Kabul University, Afghanistan; a 
third is the Chief of the Hydrographic Service in 
Iran. There are hundreds more, and the list is grow- 
ing daily. 


WE CAN’T DO IT ALONE 


The Expanded Programme is not, of course, the 
only dispenser of technical assistance—far from it. 
Some of the major programmes outside the sphere of 
the United Nations are those associated with the 
United States International Cooperation Administra- 
tion, the Colombo Plan of the British Common- 
wealth, the Organization of American States, and the 
Ford Foundation. 


The operations of the Expanded Programme are 
carried out in close field cooperation with these 
other programmes — often in active collaboration. 
One of the most interesting examples of such collab- 
oration is to be seen in Pakistan. In the eastern sec- 
tor of that country, the Government is undertaking 


- 


an ambitious and far-reaching irrigation scheme — , 


centering in a two-million-acre tract of land between 
the Ganges and Kobadak Rivers. The major financ- 
ing comes from Pakistan itself, the technical experts 
and advice from an Expanded Programme team 
which has numbered nearly twenty men at one time, 
and some $2,000,000 of equipment from the United 
States and from the Government of Canada under 
the Colombo Plan. 
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The impetus for the project was given originally 
by an FAO agricultural mission, which was asked to 
go to Pakistan and prepare a detailed irrigation plan 
for two million acres of the Ganges-Brahmaputra 
delta. Although the region receives ample rainfall 
most of the year, a system of controlled irrigation 
would allow farmers to grow a second and third 
crop during what has hitherto been the unproductive 
dry season, and would also prevent soil erosion by 
the sea. 


By the beginning of 1957, seven FAO experts 
were still working on this project. At that stage also, 
150 miles of irrigation, and 50 miles of drainage, 
canals had already been dug. The FAO team esti- 
mates that in the area already under irrigation, the 
following minimum results should be seen within 
four years: The yield of individual crops will have 
increased by at least 20-30%; some 85% of the farm- 
ers will harvest two or more crops annually; and the 
gross income from the land within the pilot block 
will be doubled. 


The pattern whereby the UN or its Agencies 
provide technical advice and the U.S. or Canadian 
Governments provide supporting equipment can be 
found in nearly 100 of our current projects. A case 
in point is Libya, where a multi-purpose team of 
UNESCO specialists are setting up model schools in 
Tripoli and Benghazi, and where the United States 
ICA has provided classroom equipment and text- 
books for the same schools. 


AN INTERNATIONAL EXCHANGE 


The United Nations resolution which created 
the Expanded Programme emphasized that “a sound 
international programme of this character must com- 
bine and make use of the experience of many nations, 
with different social patterns and cultural traditions 
and at different stages of development, so as to 
facilitate progress in the less-advanced countries. . . .” 
A Government can request assistance in any special- 
ized field with the assurance that those experts most 
suitably qualified for the job will be recruited, be 
they Canadian, Indian, Egyptian, American, Japanese 
or belonging to any other nationality. In practice, 
this method has led to the establishment of a truly 
international pool of expert knowledge. To date, 
some 80 countries and territories have contributed to 
this pool. 


Not only has this interchange of skills given the 
programme a richness of resources but, even more 
significantly, it has given the under-developed coun- 
tries an opportunity to be “givers” as well as recipi- 
ents—for every country can offer valuable traditional 
skills to help a neighbouring or far-off land. 


By virtue of this unique international exchange 
of skills, we find today that an Argentine sanitary 
engineer is working in Israel; an Australian aviation 
expert is chief of the mission in Iraq; Canadian ex- 
perts are serving in some 25 different countries; a 
Greek expert is helping to draft social security legis- 
lation in Iran; and a Pakistan agricultural statistician 
is assigned to Liberia. 


The same international sharing of skills and 
facilities extends to the operation of the fellowship 
programme. In all, nearly 100 countries or terri- 
tories have placed their facilities as host countries 
at the disposal of UN and Agency fellowship 
holders. 


AFTER SEVEN YEARS — EVALUATION 


Given the complex and long-term nature of any 
technical assistance programme, it is difficult to 
appraise results even after a decade of activity. But 
the question of evaluation —at least on a partial 
scale—has occupied our minds for several years now. 
When millions of dollars—public funds—are being 
spent, a suitable method must be evolved for measur- 
ing progress. 


In 1956-57 the Technical Assistance Board, 
through its 30 field offices, attempted the most ambi- 
tious evaluation study to date. The Resident Repre- 
sentatives of the Board were asked to give a critical 
and analytical review of activities in their respective 
areas, reflecting the opinions of government officials 
as well as their own views. In the 30 countries which 
were reviewed for this study, a total of 710; projects 
were being carried out. Seventy-one percent of that 
number were rated as “excellent” or “satisfactory”; 
20 percent were classed as “too early to say”; 7 per- 
cent were classified as “below expectation”; and 2 
percent were terminated during the year before their 
completion. 


One factor that we have to keep in mind in any 
evaluation study of technical assistance is that some 
projects, from their very nature, can show quicker 
results than others. Demonstration and training pro- 
jects or those aimed at introducing some improved 
technique often show achievements within a few 
years, and a much higher proportion of these projects 
were found to be “excellent” or satisfactory. For 
example, as a result of the services rendered by inter- 
national experts since 1953, rice production in Egypt 
has increased steadily until, in the last two years, it 
has become an important export commodity ranking 
second only to cotton. In India in the hilly areas of 
the State of Uttar Pradesh, where horticulture holds 
out the best economic promise, international experts 
assisted in establishing a research station and 17 
mobile units consisting of gardeners and plant pro- 


17 





tectionists. The yield of orchard crops has sub- 
stantially increased, and the peach crop alone has 
gone up from 1,200,000 pounds in 1953 to nearly 
3,000,000 pounds in 1956, thus making it possible to 
establish a fruit packing industry. In Colombia the 
recommendations of two experts engaged in finding 
new sources of water, digging wells, etc., in the arid 
Guajira Peninsula resulted in substantial savings for 
the water sources development scheme. In Mexico 
the civil aviation training centre has trained more 
than 300 students from Mexico and other South 
American countries at a per capita cost which is con- 
siderably below the usual level. 


A FORWARD LOOK 

As I have pointed out, the Expanded Programme 
has been essentially a skill-sharing programme dur- 
ing the past eight years. As such, it has had an im- 
portant role to play in world-wide economics, for 
the lack of technique is a very real part of the prob- 
lems of the under-developed countries. But their 
need goes well beyond that point—and with it goes 
the corresponding obligation of the United Nations. 
In the application of all forms of technical assist- 
ance, a point is often reached which may perhaps 
best be described as the “frustration point” — the 
point at which sound advice, careful blueprints, and 
well-organized training programmes seem vain and 
profitless for lack of the means to take new steps 
towards the practical implementation of an important 
scheme. The next step may be the establishment of 
a technological research laboratory, an agricultural 
demonstration project, a multi-purpose river develop- 
ment survey, or a technical training college. But this 
next step—essential for economic development—all 
too frequently costs money beyond the reach of many 
less-developed countries, though they may be able to 
make a sizeable contribution from their own re- 
sources. 


In December 1957 the General Assembly of the 
United Nations took the next step. It did so in the 
form of a new resolution which will allow for an 
expansion of the present technical assistance and de- 
velopment activities of the United Nations and the 


“CANADA'S JUST ANOTHER BRANCH" 
“As a vice president of the United Shoe Mach- 
inery Corporation itself, I am particularly responsible 
for the success or failure of all the Corporation's 
overseas activities—all activities, that is to say, out- 
side of the United States, with the exception of 
Canada, which (as I think is the case in many other 
American companies) is handled as a domestic 
operation.” 
—John W. Coolidge, United Shoe Machinery Corpora- 
tion. 





Specialized Agencies with a potential budget of 
$100,000,000 yearly. A Preparatory Committee is 
working out the details of this new plan at the pres- 
ent time with a tentative starting date of 1959. The 
resolution itself delineates the fields into which the 
present technical assistance programme would be 
most likely to expand its activities—“intensive sur- 
veys of water, mineral and potential power re- 
sources; the establishment, including staffing and 
equipping, of training institutes in public administra- 
tion, statistics and technology, and of agricultural 
and industrial research and productivity centres”. 
These are not new fields of endeavour for the UN. 
Indeed we are actively working on projects in each 
of these categories. It is really a question of increas- 
ing the scope, volume and intensity of what we have 
been doing for some time. 

To those of us who have béen most intimately 
connected with the first years of the Expanded Pro- 
gramme, the new resolution is a source of enormous 
encouragement — not only because it will give the 
Programme a “forward look”, but because it demon- 
strates the satisfaction felt by many governments 
with the start that has been made in international 
technical assistance. 

The faith that virtually every country has in the 
United Nations Expanded Technical Assistance Pro- 
gramme was summed up eloquently by the Ceylonese 
Representative during the course of UN Day cele- 
brations last October: 

“. . . Preoccupied as we are in the United 
Nations with political problems, we often lose 
sight of the fact that the UN is making a great 
contribution to the progress of Technical 
Assistance. We in Ceylon are deeply appreci- 
ative of the exceedingly good work that is 
being done in this field. We wish that this 
technical assistance programme could be fur- 
ther expanded, because, after all, in the world 
of strife what matters most is to reduce the 
sum total of suffering, so that all countries 
and all peoples will be able to stand on their 
own feet and walk the world in majesty 
and dignity. . . .” 





“Leaving out Canada, which we consider a 
domestic market, Honeywell's first move in this 
direction occurred in 1937, in England, where we 
established a wholly owned subsidiary with a Cana- 
dian manager on the minimum $10,000 capitalization 
that the law allowed.” 


—Charles B. Meech, Minneapolis-Honeywell Regulator 
Corporation. Case Studies in Foreign Operation, 
International Management Association. 








18 


I 





sui 


pri 
ex! 
ba: 
lea 
sto 








the 


sur- 

re- 
and 
stra- 
ural 
JIN. 
-ach 
eas- 
lave 


tely 
Pro- 
ous 
the 
1on- 
ents 
ynal 


the 
>ro- 
lese 
ele- 








Managing 


CANADIAN INVESTMENT FUNDS 


Investment funds of the mutual or open-end variety have 
enjoyed in Canada, as in the United States, an unprecedented 
period of growth and prosperity since the end of World War II. 
Total assets of all North American mutual funds increased from 
one to ten billion dollars in twelve years. About two-thirds of 
this increase was due to new subscriptions while the remaining 
one-third represented appreciation in market value. The invest- 
ment manager's basic problem of timing was accentuated in that 
new subscriptions increased most rapidly during the last few 
years of the bull market. This was intensified for the managers 
of Canadian funds due to the heavy foreign buying of the rela- 
tively limited supply of Canadian investment grade securities. 
Other considerations, such as national pride and tax differentials, 





confused the issue and tended to limit the field of selection. 


STOCK FUNDS VS. BALANCED FUNDS 


The problem of investing large increases in capi- 
tal during a period of high and rising common stock 
prices was met by individual mutual fund manage- 
ments in different ways reflecting both the objec- 
tives of each fund and the policies they adopted to 
meet changing conditions. Some fund managements 
joined the parade and directed their buying pro- 
grammes entirely to the acquisition of common 
stocks. Others followed what is known as a balanced 
policy of increasing their defensive holdings of 
bonds and preferred stocks as common stocks in- 
creased in price. The remainder, including most of 
the leading Canadian mutual funds, adopted a com- 
promise between these two policies. 


THE PROOF OF THE PUDDING 


It is too early to judge which policies were best 
suited to the period, as much will depend first on 
whether the downward adjustment in common stock 
prices is carried further in 1958, and second on the 
extent of recovery in years to come. Results to date, 
based on the following comparison of some of the 
leading proponents of each policy, tend to favour the 
stock funds despite the sharp drop in equity prices 


WILLIAM BUDDEN 


since the summer of 1957. (N.B.—To make the fol- 
lowing comparison valid, it was necessary to add 
back the distributed capital profits of the American 
funds.) 

% Gain % Decline % Gain 


Average of four leading 1949 Low to 1956-7 High to 1949 Low to 
funds in each group 1956-7 High mid-Jan. 1958 mid-Jan. 1938 





U.S. Stock Funds 190% —20% 130% 
U.S. Balanced Funds 85% — 5% 75% 
Canadian Funds 125% —20% 80% 


(partly balanced) 


This comparison is by no means ideal as it fails 
to take into account the funds’ net revenues and does 
not indicate the relationship of their average cost to 
current market levels. A more appropriate criterion 
would be a comparison based upon the results 
achieved by a regular investment of say $100 per 
month in each fund since 1949. Unfortunately this 
would require a statistical analysis beyong the scope 
of this article. 


SPECIAL CANADIAN PROBLEMS 


Assuming that the above comparison has some 
validity, it would appear that the management of 
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Canadian funds did relatively well, particularly when 
consideration is given to the special problems that 
they had to face. Some of these special Canadian 
problems influenced judgment in the realm of tim- 
ing but the main influences tended to limit selection. 
In fact the portfolios of most Canadian funds are 
predominantly invested in Canadian securities. This 
can be explained but not necessarily justified. 


SELECTION PRESUPPOSES CHOICE 


Normally the problem of selecting common 
stocks for an investment portfolio assumes as an 
axiom that the wider the choice the better the selec- 
tion. The Canadian investment manager has been 
discouraged, however, from considering American 
stocks for inclusion in his portfolios by several con- 
siderations of which some were valid and some were 
not. The main influence may have been an ingrained 
belief and pride in the future of Canada, supported 
in part by a suspicion, if not dislike, of things Amer- 
ican. Sir Wilfrid Laurier’s famous dictum that “the 
twentieth century belongs to Canada” has many ad- 
herents, and reports such as that of the Gordon 
Commission provide an impressive forecast of future 
growth. Enthusiasm for the future of Canada pro- 
vides, however, insufficient justification for limiting 
the choice of investment securities to those of Cana- 
dian companies. A purely Canadian portfolio can 
really only be justified by very special circumstances. 
An example would be the foreign investment funds 
created in recent years to provide their investors with 
certain special privileges, such as tax deferment on 
reinvestment of income and capital gains. Such in- 
vestors are more than likely to have other large hold- 
ings elsewhere. A Canadian fund for Canadian in- 
vestors has very different objectives and should aim 
at providing a complete investment service. 


DEARTH OF CANADIAN INVESTMENT GRADE EQUITIES 


Due to the relative immaturity of the Canadian 
economy and the predominance of wholly owned 
foreign subsidiaries, there is in fact a relatively limited 
choice of Canadian securities suitable for the port- 
folios of Canadian investment funds. There are 
plenty of long-term speculative ventures in Canada, 
many of which may prove to be most profitable. 
The investment manager cannot go far into this 
field, however, without incurring unjustifiable risks. 
He must accordingly face the issue of whether the 
Canadian investment grade securities available pro- 
vide a wide enough choice. If this problem is ap- 
proached, industry by industry, it becomes clear that 
there are many gaps in the Canadian investment 
picture. " 
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ADVANTAGES OF ADDING AMERICAN EQUITIES 


In some industries Canadian securities provide a 
reasonable choice; in others, the addition of Amer- 
ican securities would greatly improve the opportuni- 
ties of profitable investment; in a few industries, 
there are no Canadian securities available. Some in- 
stances of this situation are worth mentioning. Cana- 
dian investors have only recently had a satisfactory 
choice in the rapidly expanding natural gas industry. 
Some bought the stock of International Utilities, an 
American company operating in Alberta, but few 
Canadian funds invested in American gas equities 
such as El Paso and Tennessee Gas Transmission. 
Few Canadian oil companies qualify for investment 
fund accounts and even the leaders require special 
consideration. Despite their large development pro- 
grammes in Western Canada, they are still heavy 
importers of foreign crude oil and do not qualify as 
integrated companies in comparison with their U.S. 
counterparts. The long-term prospects of Imperial 
Oil, B.A. Oil and McColl-Frontenac may well be 
outstanding, but in recent years their stocks could 
not compare statistically with their international 
parent companies, Standard Oil N.J., Gulf Oil and 
Texas Company. In the chemical industry, with the 


& 
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exception of Dominion Tar and indirect participa- , 


tion in Shawinigan’s subsidiary, the only Canadian 
equities are the subsidiaries of E. I. duPont de 
Nemours, Imperial Chemical Industries and Cel- 
anese Corporation of America. These are almost 
wholly dependent on their parent companies for 
basic research, have a limited Canadian market, and 


face severe competition from their parents and | 


others in the export world. In other growth indus- 


tries, such as aircraft or missile production and elec- , 


tronics, there are virtually no investment grade Cana- 
dian securities. 


As might be expected, there is a fairly wide 
choice within the cyclical Canadian pulp and paper 
industry but even here, it is difficult to find Cana- 
dian stocks with the balanced investment merits of 
American companies such as International Paper, 
Kimberly-Clark or Scott Paper. In the field of metals, 
apart from Aluminium Limited and International 
Nickel and a few others with world wide investment 
standing, there is again a relatively limited choice. 
The fund manager cannot seriously consider invest- 
ment in speculative mining situations any more than 
he could venture into the selection of penny oils. 
Many of these companies are still in the development 


- 


stage while others are no more than promoters’ | 


dreams. 


In steel construction, we find a number of well 
established and well managed Canadian companies 
but addition of one or more U.S. steel companies 
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and specialty situations such as National Lead might 
well improve performance. In manufacturing, the 
choice is more difficult as many Canadian companies 
engaged in secondary industry face severe problems 
of potential or real competition from foreign im- 
ports, to say nothing of the competition they must 
face from the Canadian subsidiaries of American 
companies. In this field there are no Canadian securi- 
ties which can be considered as realistic alternatives 
to stocks such as General Electric or International 
Business Machines. In the manufacture of automo- 
biles, Ford of Canada ‘A’ stock is the only available 
medium although in automobile and general con- 
sumer fina:ce, there are at least two well established 
Canadian companies. 


Finally, in the sphere of merchandising and con- 
sumer goods, the Canadian choice is somewhat 
broader and some Canadian companies have success- 
fully extended their operations into the United 
States. Best example of this are Canada’s two lead- 
ing distillers, while Moore Corporation in the field 
of business forms and printing provides another out- 
standing exception to the general rule. Canada’s life 
insurance companies have also demonstrated their 
ability to conduct profitable external operations but 
the price of shares in such companies has been some- 
what high in recent years due to heavy American 
buying. 

Enough has been said to suggest that the invest- 
ment fund manager in Canada should, whenever 
possible, have available a wider choice of securities 
than is provided by Canadian issues. The addition 
of American securities to the field of choice should 
increase considerably the opportunities for invest- 
ment success; not only is the choice of investment 
grade situations much greater but in most cases the 
sources of background and current information are 
much more comprehensive and reliable. In Canada, 
there is no Federal Securities Commission and many 
Canadian companies are still satisfied to provide 
their shareholders and the public with very meager 
information on their operations. 


TAX DIFFERENTIALS OVERSTRESSED 

The Canadian investment manager may believe 
in the desirability of adding American securities but 
he still must satisfy his directors and investors that 
he is justified in disregarding the tax disabilities in- 
volved. These arise from the fact that incorporated 
Canadian funds are not taxed on the dividend income 
they receive from their investments in other taxable 
Canadian corporations. Dividends received from 


American companies are subject to normal corpora- 
tion tax just as if they were bond interest. Unincor- 
porated trusteed funds ‘in Canada, while not subject 
to tax, also have a problem of this nature. Their 





shareholders can only claim the special dividend de- 
duction from taxable income to the extent of 20% 
of their share of the dividends received from taxable 
Canadian corporations. The tax differential is sup- 
plemented by other minor technical problems in- 
volved in the purchase of American securities. These 
include problems of registration, valuation, research, 
and claims on recapturable foreign taxes levied at 
source. The trouble with all these disabilities is that 
they interfere with the detachment and judgment re- 
quired to make the best possible selection of securi- 
ties. It should be recognized that the market has 
already, in most cases, taken the tax differential into 
account. Canadian stocks generally sell on a lower 
yield basis than their American counterparts and this 
spread in pretax income return can only be justified 
by greater growth prospects in a few special cases. 


GROWTH VS. CURRENT INCOME 

The above treatment of tax differentials is not 
intended to suggest that the Canadian investment 
manager should seek out American securities merely 
to obtain the highest possible net current yield; such 
a policy is seldom justified by future developments. 
It is generally agreed in fact that well selected . 
growth securities provide higher income over a 
period of years in addition to capital profits. A stock 
bought to yield only 3% currently may well earn 
over 10% on the original investment if held for no 
more than 10 years. 


DIVERSIFICATION CAN BE OVERDONE 

The desirability of a wide field of choice has 
been stressed at length. It remains now to point out 
that this does not automatically call for a wide 
degree of diversification. A moderate amount of 
diversification is of course both desirable and neces- 
sary. An investment fund cannot assume the risks of 
concentration that might be quite normal and reason- 
able for an individual speculator. Over-diversifica- 
tion, however, prevents a portfolio from benefiting 
fully from its well selected situations. These may 
make outstanding progress, but the overall results are 
held back by the dead weight of the poor perform- 
ers. In brief, it might be said that the field of choice 
should be as wide as possible but that the choice 
itself should be as selective as possible. Some Cana- 
dian investment funds have erred in this direction 
and their portfolios include so many hundreds of 
issues that they look like a stock exchange quotation 
sheet. This may mean that their managers were in- 
fluenced by merchandising considerations and 
wanted to appeal to a variety of investors with a 
variety of tastes. More often, however, over-diversi- 
fication suggests an abdication of judgment, sup- 
ported perhaps by the unreasonable hope that aver- 
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age performance can be better than average. While 
averaging has a place in meeting the problems of 
timing, it is not so easily justified as an alternative 
to careful selection based on information and judg- 
ment. 


TIMING IMPORTANT BUT DIFFICULT 

The problems related to the selection of invest- 
ment securities represent only part of the investment 
manager's responsibilities. Timing which involves 
the question of when to buy rather than what to buy 
is perhaps the most difficult of all investment prob- 
lems. The simplest concept of good timing is to buy 
cheap and sell dear, but most investment fund man- 
agers cannot operate in these terms. They sometimes 
can intensify equity purchases when stocks appear 
cheap but seldom do more than sell the occasional 
individual holding when it has proved unsatisfactory. 
An investment grade growth security is almost never 
disposed of merely because it appears to be too high 


in price. 


MARKET MOVEMENTS MORE A PROBLEM 
THAN OPPORTUNITY 

As already mentioned the maximum flow of 
funds to be invested by fund managers tends to coin- 
cide with high prices for common stocks so that the 
problem of timing is seriously aggravated. The stock 
market pattern since 1949 is revealed by the follow- 
ing index figures — 





Gai Deeli Gai 
Industrial Stockh Averages 1988 jg to 1988-7 High. to 1993 low te 
1956-7 High mid-Jan. 1958 mid-Jan. 1958 
Dow Jones 
USS. Stocks 220 15 170 
Montreal Stock Exch. 
Canadian Stocks 200 30 110 


These figures alone, stress the relatively wide cycli- 
cal swings of Canadian stock prices. Impressive sup- 
plementary evidence is esting by the equally severe 
intermediate reversal of 1952-53 and the much wider 
cyclical movements of certain Canadian industry 
groups. A striking example of the latter is provided 
by the average of pulp and paper stocks which com- 
prise the Montreal Stock Exchange Index for that 
industry. This index gained 260% from 1949 to 
1951, lost 30% to 1953, and then moved ahead 170% 
for an overall gain from 1949 to 1956 of 580%. 
Since then it has declined some 40% but still shows 
a net gain since 1949 of over 300%. Investment fund 
managers could not, however, be expected to take 
much trading advantage from this sort of pattern. 
Fund management is mainly concerned with building 
up adequate holdings of stocks with attractive long- 
term prospects. The objective of obtaining low aver- 
age costs is recognized; but large individual holdings 
are not suited to trading particularly where markets 
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are as thin as they are in Canada. There are, how- 
ever, some important problems which come under 
the general head of timing. 


FORMULA PLANS AND DOLLAR AVERAGING 

Some managers have adopted various types of 
formulae which, at least theoretically, should improve 
their results. A formula plan which merely required 
a balanced 50-50 position between bonds and stocks 
would result in a 33% increase or 14% decrease in 
equity holdings if stock prices declined or rose by 
40%. Other variable formula plans move their de- 
fensive ratios from 25% to 50% and intensify their 
profit D seamen accordingly. Success in such plans 
depends on the difficult problem of selecting the 
theoretical middle of the market on which the 
formula variations are based. Another semi- 
mechanical alternative is that of dollar aver- 
aging and this applies particularly well in a de- 
clining stock market to funds which have a steady 
positive cash flow from net subscriptions. The 
essence of dollar averaging under these conditions is 
that you obtain more shares for a stated average 
investment. $100,000 invested in a stock selling at 
$100.00 would buy 1,000 shares. If the stock fell to 
$50.00 per share, another $100,000 would buy 2,000 
shares so that 3,000 shares would have been acquired 


at a cost of $200,000, equal to an average cost of 


$66 2/3 per share and not the average price of $75.00 
per share. Most funds, other than pension funds, 
do not have a regular cash flow on which they can 
depend. Investment fund managers must usually 
decide on whether to buy on a scale down and sell 
on a scale up, or attempt to build up cash resources 
in a declining market with a view to buying on the 
up trend. 


SOME SWITCHING WORTHWHILE 

Apart from these general questions of timing, 
there are other more specialized problems which the 
investment manager should consider. These involve 
switches from one industry group to another or from 
one security to another. The investment manager 
might try theoretically to reduce holdings in volatile 
growth industriés when markets appeared high and 
purchase into relatively stable industries, such as cer- 
tain types of utilities, food producers, etc. On the 
defensive side there are also opportunities related to 
changes in interest rates, of switching between short- 
term Government bonds and long-term corporate 
discount bonds or preferred stocks. Good timing in 
this category would at times increase the income of 
defensive securities quite substantially without in- 
volving undue risk. Finally, there are opportunities 
for successful timing which come very close to prob- 
lems of selection. There are certain security price 


- 











ow- 
der 


, of 
ove 
red 
cks 
» in 


de- 
reir 
ans 
the 
the 
mi- 
rer- 
de- 
ady 
“he 
s is 


ge 


lly 
ell 
ces 
he 


2, 
he 
ve 


er 
ile 
nd 


>f- 





— 


patterns within industry groups on which switches 
can be based to increase profits. This operation 
comes close to trading but is, nonetheless, entirely 
legitimate for the fund manager. A good example 
of the opportunities provided can be seen from exam- 
ining the relative price movements of Imperial Oil 
and B.A. Oil. A similar but somewhat more compli- 
cated relationship has existed between the stocks of 
United States Steel and Steel Company of Canada, or 
Kennecott Copper and Noranda Mines. There are 
countless such situations and they all provide a test 
for the skill of the investment manager. 


ADMINISTRATION AND PUBLIC RELATIONS 

There are a few other problems related to in- 
vestment fund management which are in the field of 
mechanics or technique rather than portfolio invest- 
ment. They can be broken down into three groups, 
namely Expenses, Investor Options and Reporting. 


LOADING CHARGES AND OPERATING EXPENSES 

The most serious item of expense is the distri- 
bution charge or loading which most public mutual 
investment funds charge the investor at time of sub- 
scription. This charge usually amounts to 8% to 
10% of the capital invested and may well represent 
more than the first two years of income payable to 
the investor. When regular monthly or quarterly 
savings are subject to this charge, the savings plan 
is indeed carrying a heavy load. Investment funds 
do, however, provide a medium whereby the small 
investor can enjoy the benefits of expert management 
at a very low operating cost. These operating or 
management costs usually average an annual charge 
of between ¥2 of 1% and 1% of the capital invested. 
They are not unreasonable if the fund’s performance 
is satisfactory. Even the loading charge can be justi- 
fied by better than average investment results over a 
period of years. The important point for the in- 
vestor to realize is that investment funds do not pro- 
vide a practicable medium for short-term investment. 
Not only are the costs too high but the possibilities 
of capital loss are very real if the investment is not 
held for at least one major cycle in security prices. 
Canadian investment funds are no different from 
their American counterparts in this matter of ex- 


_penses. Their. problem is intensified somewhat by 


the volatility of Canadian security prices and by the 
somewhat less sophisticated investment understand- 
ing of the average Canadian investor. 


INVESTOR OPTIONS, RETIREMENT PLANS, ETC. 

Most Canadian funds provide several investor 
options. The usual one is that of automatic reinvest- 
ment of dividends at the investor's request. Recently 
a number of Canadian funds have made arrange- 








ments to qualify under the terms of the Registered 
Retirement Savings Plan provisions of the Income 
Tax Act as revised in 1957. Canadian mutual invest- 
ment funds are particularly well qualified to build 
up the long-term savings of individuals who would 
otherwise be subjected to relatively high rates of in- 
come tax on their savings. Provision should be in- 
cluded, however, for dollar averaging the purchase 
of retirement annuities. It would be sad indeed if an 
individual's life savings were withdrawn to purchase 
an annuity at a time when the fund’s unit or share 
value reflected a major cyclical decline in security 
prices. 


REPORTS AND DESIRABILITY OF FULL DISCLOSURE 
Finally there is the matter of reporting results 
and the desirability of full disclosure. Canadian 
funds are unfortunately not up to the best American 
standards in this regard. The cost and market value 
of individual portfolio holdings should both be re- 
ported at least once a year and preferably more 
often. Comparative prices per share or unit over a 
period of years should also be shown as well as the 
dividends, expenses and taxes per unit. Finally, an 
attempt should be made in periodic reports to ex- . 
plain the policy being followed by the fund’s man- 
agement, with comments on the resulting degree of 
success or failure. This question of reporting is a 
serious one and if the Canadian fund managements 
do not improve their performance in this field they 
are clearly inviting the regulatory authorities of the 
Provinces to lay down more strict requirements. 


- 


INVESTMENT MANAGEMENT REQUIRES 
INTELLIGENT COMPROMISE 

Returning now to the field of investment man- 
agement on the securities side, the following overall 
comments on the problems involved can be made. 
In both selection and timing, questions of security, 
income and growth have to be considered as inter- 
related alternatives and a compromise reached. First, 
there is the provision of reserves in the form of de- 
fensive securities. These may be needed in part to 
meet the contingency of unexpected heavy redemp- 
tions and in part to provide a security buying reserve. 
The main problem here, as we have seen, is knowing 
when it is safe to purchase relatively high yielding 
long-term bonds or preferred stocks rather than sacri- 
ficing income in favour of risk-free liquidity. A 
most valuable compromise between defense and 
growth can then be achieved by selected purchases 
of convertible or participating securities. 


On the common stock side, the compromise be- 
tween current income and future growth should un- 
doubtedly favour the latter. If a policy of concen- 
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trating on growth has been determined, the indus- 
tries which follow that pattern will not be difficult 
to select. The next step of choosing the individual 
companies in each industry will, as we have seen, - 
sent greater problems. A good rule for the Canadian 
investment manager to follow is to select first the 
outstanding investment stock in the industry; second, 
the stock with the best growth prospects; and, third, 
the stock with the most interesting prospects of rela- 
ively short to medium-term gain. In some industry 
groups, one of each of these types might be selected 
from both the Canadian and United States stock 
lists. 


When the selection is complete, the problem re- 
mains of buying the securities selected. This presents 
no problems in the case of most American stocks and 
the few Canadian stocks which are inter-listed. In 
other cases, however, where the Canadian market is 
thin, it will be necessary to work closely with one or 
more brokers with a view to seeking out special 
offerings. This problem of thin markets is a very 
real one facing the Canadian investment manager 
and requires a degree of technical market knowledge 


and patience beyond the usual demands of invest- 
ment management. 


CONCLUSIONS 

To sum up, we have attempted to show that the 
management of Canadian investment funds provides 
a very real challenge. We have 5 oma that this 
challenge cannot be Poe, met if the choice of 
investments is limited to Canadian securities. The 
Canadian investment manager who overcomes this 
obstacle may choose from the whole field of Amer- 
ican securities for which sources of information and 
analytical reports abound. To this he can add his 
intimate knowledge of Canadian investment situ- 
ations plus a shrewdness and detachment regarding 
world events seldom possessed by his American 
counterpart. The opportunities are great but it would 
be unwise to expect miracles. The performance of 
Canadian investment funds has not been unsatisfac- 
tory to date but there is certainly room for improve- 
ment. If investment management is in essence a 
matter of intelligent compromise, it is essential that 
the compromise be based on judgment rather than 
being an excuse for lack of judgment. 





FAULTY COMPASS 


The U.S.-flag lines have long been riding buoy- 
antly on a sea of federal subsidy. To keep both cap- 
tain and crew afloat in recent years has cost the tax- 
payer heavily. To the same end, the government, 
acting through the Maritime Administration, gradu- 
ally has extended its control over the industry. Now, 
the agency is seeking to expand the sphere—and the 
cost—of the subsidy program still further. Like their 
predecessors, the new proposals are designed to foster 
the national. security. Instead, if the past be any 
guide, they will be a great and useless drain on the 
public purse. What U.S. shipping policy needs to- 
day is not more money, but a new and better course. 


The trouble is that Congress has been steering 
by a faulty compass, the Merchant Marine Act of 
1936 as amended. That law created the U.S. Mari- 
time Commission (now known as the Maritime Ad- 
ministration), giving it sweeping powers over the 
size and speed of cargo and passenger vessels, as well 
as the designation of trade routes deemed essential 
to American interests. Most significant of all, the 
agency was authorized to grant subsidies to shipping 
lines for operating on such routes, and for building 
new vessels or replacing old ones in domestic rather 
than foreign shipyards. In recent years, operating 
and construction subsidies combined have been climb- 
ing, to an annual rate of nearly $200 million at 
latest reckoning. What's more, as time goes on, the 
cost is.slated to mount sharply. For at the urging— 
and with the financial support— of the Maritime 
Administration, the major U.S. shipping lines have 
all embarked on a massive replacement of their fleets. 
The government, of course, will foot part of the bill 
directly. Moreover, in order to help the operators 
attract private capital, the agency has agreed to 





underwrite up to 100% of mortgage loans made on 
new ships. 


Like so many other aspects of the subsidy pro- 
gram, federal insurance of ship mortgages has won 
swift acceptance. At latest report, through a special 
fund set up for the purpose, the Maritime Adminis- 
tration had made insurance commitments totalling 
roughly $130 million. The scheme, however, has 
sprung some unexpected leaks. 


Shipping subsidies, whether for construction or 
operation, have not served the national interest. 
rue, handouts from Washington have kept the 
Stars and Stripes waving over certain so-called essen- 
tial water routes. They also have helped make the 
American sailor the best paid in the world—and the 
NMU perhaps the richest seamen’s union. However, 
the price—and not merely to the taxpayer—has come 
high. For while subsidies have benefited a few ship 
owners, they have done great economic harm to 
others. Over the years, the bounty of Washington 
steadily has inflated shipping costs, to the point 
where many unsubsidized domestic operators have 
been forced out of business. The first casualties were 
the vessels which once plied the intercoastal waters. 
More recently the tramp steamers, i.e., those without 
regularly scheduled ports of call, have been going 
under. Thus a policy designed to preserve the U.S. 
merchant marine has tended, in the main, to drive 
it off the seas. 

What ails American shipping is not too little 
government, but too much. For the good of its mer- 
chant marine, and its own best interests, the U.S. 
would do well to change helmsmen and try a dif- 


ferent tack. Barron's, January 27, 1958. 
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The Seaway 


and 


Shipping Policy 


What will be the consequences on Canada’s international 
trade of divergent shipping policies pursued by the United States 
and Canada in making use of the St. Lawrence Seaway? The 
situation is a new one, and a serious problem might arise because 
the two countries for the first time will be making use in overseas 
shipping of the same route, which has been developed as a joint 


undertaking. 


ANADA, like the United States, at the close of 
the war was faced with the question of the em- 
ployment or disposal of a relatively large number of 
merchant vessels owned by the Government, having 
been built for wartime needs as a contribution to the 
cause of the Allies. The Canadian Government de- 
cided to sell these ships as quickly as possible and 
they were absorbed by private interests, and ever 
since financial assistance to shipowners has been of 
a minor character. 


This has resulted in the virtual disappearance 
of Canadian flag shipping from ocean commerce, 
since no vessel could be operated satisfactorily on 
Canadian crew wages unless the owner was prepared 
to meet continual losses or was reimbursed by sub- 
sidy. The Canadian Government has not been pre- 
pared to consider subsidization for a number of 
reasons but basically because subsidization was con- 
sidered as prejudicial to Canada’s export trade. Ship- 
ping services can only be regarded as an export by 
the country which makes them and consequently as 
an import by the country which receives them. A 
foreign customer for Canadian wheat, for example, 
has to pay both the cost of the wheat and its trans- 
portation, so that the dollar payment, which has to 


ERIC REFORD 


be made for wheat transported in a Canadian ship, is 
proportionately greater than if the overseas customer 
used his own vessel and his own currency. . 


This point was emphasized in the report issued 
as long ago as April 1944 by the Committee on Post 
War International Trade of the Board of Trade of 
Montreal in answering the question, “Is a Canadian 
Merchant Marine desirable for the development of 
international trade?” The course of events was, in 
fact substantially foreseen and the policy, which it 
suggested, has been followed. One of the gratifying 
results is the tremendous increase in the shipping 
services with which Canada is supplied, and not only 
has our export trade been adequately sustained in 
respect of shipping facilities, but our international 
trade relations have also benefited. 


Moreover, it should not be considered that, be- 
cause of the absence of Canadian flag vessels, Cana- 
dian initiative and interest in ship operating has been 
curtailed. In fact there has been a very important 
expansion, and a considerable number and tonnage 
of vessels under foreign flags are operated by Cana- 
dian firms. The significance of this is, of course, 
that it is perfectly feasible to control shipping 
through ownership or charter of foreign flag vessels. 
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It may be objected that under wartime emer- 
gency conditions, a country which is dependent on 
foreign flag shipping is placed at a disadvantage, but 


Canada’s position as a producer of foodstuffs and 
raw materials ensures adequacy of shipping for ex- 
port purposes, and other Canadian import require- 
ments can in case of necessity be largely, if not. en- 
tirely, met from the United States. Canada has also 
experienced two wars, during neither of which could 
the shortage of shipping for domestic requirements 
have been considered unduly critical, and there is 
every reason to believe that adequate pooling ar- 
rangements would be made if the need again arose. 


U.S. GOVERNMENT POLICY 

The policy in respect of shipping traditional 
with the United States differs entirely from that of 
Canada because of the insistence that overseas ship- 
ping is an essential industry and that the United 
States must be in a position to supply shipping 
needs in the event of war. For the purpose of main- 
taining such shipping on overseas trades an extensive 
system of subsidization is applied and administered 
by the United States Maritime Commission. — 


This system of subsidization has been most ef- 
fective, providing, as it does, construction subsidies 
of up to 50% of the cost of vessels built in Amer- 
ican shipyards, an operating subsidy to cover the 
difference in wage costs for American crews with 


those paid in the case of a selected type of low wage 


cost foreign operated vessel, and, perhaps most im- 
portant of all during recent years, the direction to 
American subsidized vessels of 50% of all cargo 
shipments from the United States, financed by loans 
or grants of the United States Government and its 
agencies. 


There is no doubt that operation of American 
flag vessels, thus rendered possible, has displaced 
foreign flag vessels and limited the opportunities of 
other countries, particularly European, to secure ex- 
port earnings by providing shipping services. 

The situation has been partly alleviated by the 
generosity of the United States in providing aid in 
kind and finance to the world, but nevertheless the 
report of the Commission on Foreign Economic 
Policy, made to the President and Congress in Janu- 
ary 1954, recommended a revision of the merchant 
marine policy, and particularly “that the statutory 
provisions requiring use of United States vessels for 
shipments financed by loans or grants by the United 
States Government and its agencies be repealed”. 
This Commission, frequently known as the Randall 
Commission, took a somewhat similar view to that 
which has actuated Canada’s shipping policy, which 
cannot thus be considered unorthodox. 
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FUTURE EFFECTS OF 
DIFFERENT GOVERNMENT POLICIES 


The difference and contrast between the policies 
of the United States and Canada in respect of ship- 
ping have not up to the present had any significance 
in the relations between the two countries or in their 
separate relations with other countries, but that posi- 
tion will become altered with overseas shipping 
routes from American Great Lakes ports, since the 
vessels employed on such subsidized routes must 
make their exit from and re-entry to the terminal 
American ports through the St. Lawrence Seaway, 
with calls at intermediate Canadian ports. The result 
will inevitably be to divert a certain portion of Cana- 
dian traffic, both export and import, to American 
vessels, thus displacing to an equal extent the ser- 
vices of the foreign flag vessels which would ordi- 
narily carry it. 


While it is not possible to estimate with any 
exactitude the volume of traffic which may be so 
affected, the seriousness of the situation becomes 
apparent when it is realized that it is not only the 
traffic between Canadian Great Lakes ports and over- 
seas destinations which will be affected but also 


shipments from Montreal, Quebec and other St.’ 


Lawrence ports, at which other foreign flag ships 
were not previously subject to the competition of 
American subsidized vessels. 


The announced intention of the United States 
will have a far-reaching effect, quite beyond what 
was contemplated when the American policy of sub- 
sidization was established. In some degree Canada’s 
deliberate policy of providing a free and open mar- 
ket for shipping services will be subordinated. 


RESTRICTING FOREIGN SHIPPING EARNINGS WILL 
CUT CANADIAN EXPORTS 


That this will be done because Canada and the 
United States have engaged in the joint undertaking 
of developing the St. Lawrence Seaway will not re- 
lieve Canada of criticism, and the fact that Canada 
is not responsible, though it is providing some of the 
physical facilities to make it possible, will render it 
more difficult for Canada to assuage the feelings of 
those affected. 


Since the war a very great change has taken 
place in the direction of both Canada’s export and 
import trade. Proportionately Canada does a much 
bigger business with the United States than with all 
other countries combined. This is a situation which 
does not appear to be a temporary one, and, when it 
is considered that a large proportion of the exports 
of the United States depend on Government aid and 
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finance and that imports are severely curtailed by 
protective tariffs, one wonders if there is a growing 
isolation of the North American continent in trade. 


Such a prospect is inevitably disturbing to Can- 
ada, both due to its restrictions and implications and 
by reason of the large adverse trade balance with 
the United States, which in 1956 amounted to 
$1,173,000,000, Canada importing over $4 billion of 
goods from U.S.A. but exporting less than $3 billion. 


In contrast Canada’s trade with all other coun- 
tries combined was less than half as much, but pro- 
vided a favourable trade balance to Canada of 
$439,000,000. 


The resulting difficulties — aggravated as they 
are by the chronic shortage of dollars suffered by 
Canada’s best customers and particularly the United 
Kingdom, which is by far the largest overseas buyer 
—have for years been of the utmost concern. To 
overcome this condition has been impossible and to 
ease it Canada has consistently refused to place 
obstacles in the way of imports, at times with most 
serious and even disastrous results on its own domes- 
tic industries. Nor is Canada in a very good position 
to accept imports from overseas. because the market 
for consumer goods is both relatively small and more 
conveniently and perhaps logically served from the 
United States. 


For these reasons the provision of shipping ser- 
vices is of such outstanding importance in Canada’s 
international trade. Not only can shipping services 
play an important role in sustaining overseas cus- 
tomers, but they are the readiest form of exports 
which can be supplied, and, besides being entirely 
acceptable from every point of view, are not com- 
petitive with any Canadian industry and also helpful 
in extending Canada’s export opportunities and con- 
nections. Under these circumstances even a small 
and what might appear at first glance an unimport- 
ant reduction in the availability of cargo to other 
foreign flag shipping through the inroads of Amer- 
ican shipping may prove extremely serious, both in 
its economic and its political repercussions interna- 
tionally. 


ACTION REQUIRED 

There is no way in which Canada could avoid 
this dangerous situation, but it would seem the 
simplest matter for the United States to forestall. At 
this stage the matter could probably be dealt with 
quite simply by the United States on an administra- 
tive level, since there does not seem to be any com- 
pulsion on the Federal Maritime Board to designate 
routes from American Great Lakes ports, and if that 
were not done no subsidy would be available. 


When the shipping subsidization policy of the 
United States was established, it was not contem- 
plated that services would operate from American 
Great Lakes ports, and therefore refusal to extend 
that policy to American Great Lakes ports would be 
going some way towards implementing the recom- 
mendation made by the Commission on Foreign Econ- 
omic Policy. 

I have emphasized primarily the international 
trade aspects, but one cannot ignore the fact that this 
is also one of the most important political problems 
which has arisen in the relations between Canada 
and the United States for a great many years. It has 
for long been characteristic of our two countries that 
we have worked together and argued with each other. 
on a commercial basis. Questions of a political 
nature, when they have arisen, have generally done 
SO as a projection of purely economic and commer- 
cial needs. 


The matter now under consideration, however, 
arises purely out of the proposed political or rather 
administrative action of the United States and not 
only will it affect Canada immediately but*it will be 
superimposed and therefore set aside the deliber- 
ately contrary policy of Canada in regard to ship- 
ping. ; 

The fact must also be recognized that if sub- 
sidization of shipping from American Great Lakes 
ports were introduced, the responsibility would rest 
directly on the United States Government, since there 
are no established interests requiring protection, and 
this appears a grave pe and risk to accept 
in promoting a policy of which the advantages would 
be limited in the particular sphere concerned and 
have been seriously questioned by the Randall Com- 
mission. 

















“THE JARGONAUTS" 


“One of the most exciting as 


of gold min- 
ing is the brgreeet known as jargon. This must 


not be confi with argon, an inert gaseous constitu- 
ent of the atmosphere, or, for that matter, with argot 
and ingot. Jargon is semi-precious, and, at current 
rates of exchange, extremely valuable. It is found at 
all levels. 


“A peculiar pro of jargon is its diffuseness. 
A little goes a cope oa people who deal in it— 
are known as a eee a enjoy a high 
standard of living and remarkable esteem. Never- 
theless, the substance needs most careful handling: 
in its raw or unrefined state it can be dangerous. 
People have been paralyzed, even blinded, by it. 


“Jargon is found in considerable quantities in all 
the main mining areas, and immense reserves have 
been proved in America, Russia, South America and, 
of course, Africa. The library of the British Museum 
puts the tonnage at something quite astronomical per 
quarter. ... 


“1. Levels, Cross-cuts, etc. A gold mine is not a 
simple hole in the ground but a highly complicated 
warren of winzes, levels, shafts, inclines and stopes. 
To get at the gold and the jargon, and to make the 
plans more intricate, miners approach the metallifer- 
ous reefs from a number of angles. A mine is yd 
like a skyscraper in reverse; that is, a skyscraper de- 
signed for davies age and buried head first in 
the ground, dolomite, lava, etc. . . . 


“2. Dip. Gold seldom lies horizontally in beds 
of convenient thickness: more often than not it. is 
found in steeply angled narrow bands or reefs, tra- 
versing our imaginary skyscraper diagonally like a 
shocking rumour. The angle of inclination is known 
as the dip. Philologists have always been puzzled by 
the stark brevity of this term: no one knows how it 
became current or when, or whether the Jargonauts 
were asleep or not when it crept into mining litera- 
ture. Some mining engineers, it is only fair to say, 
have evolved and use rather interesting circumlocu- 
tory alternatives such as “declinatory drift”, “canting 
degree”, and “shelving downthrow”. . . . 


“3. Stopes (See Marie). Stoping is perhaps the 
term most convincingly employed by Jargonauts and 
needs, therefore, the closest attenion. According to 
Webster, a stope is “an excavation underground for the 
removal of ore, formed by mining the ore from a block 
of ground. In an underband stope the ore is in the 
floor and the stope is usually a rude staircase; in an 
overband stope the ore is in the roof and excavation is 
sometimes pyramid-shaped, but it may be of any shape, 
as determined by the outline of the ore body or by the 
method of stoping.” 


“Investors often fail to appreciate that the stop- 
ing width is usually greater than the width of the 
gold-bearing reef. The reason for this apparent 
extravagance is twofold: first the stope must be wide 
enough (at least 45 inches) to enable the miner to 








operate efficiently and, second, there must be enough 
space on diagrams to permit the artist to insert let- 
tering such as “external waste”, “barren rock” and 
“non-gold bearing”. Experiments with smaller artists 
have had no appreciable effect on the optimum width 
of stopes. 


“4. Dwt,” etc. The penny has ceased, in this age 
of creeping inflation, to be a significant monetary 
unit. But the pennyweight (dwt) survives in mining. 


_ “Let us take the case of an imaginary reef, the 
Orange No. 2, which contains about 8 dwt to the ton. 
If the costs of stoping, etc., are more than £5 per 
ton, then obviously the mine will not pay: If the 
costs are reduced to £3 per ton, and the material 
excavated is all gold-bearing and jargoniferous, the 
venture should show a profit of £2 a ton. 


“Unfortunately, as we have seen, the reef is sel- 
dom wide enough to afford the miner adequate elbow 
room, and large quantities of external waste may 
have to be removed with the gold-bearing ore. And 
any fool can see that this little fact completely upsets 
our calculations. 


“Clever modern men find the average grade of 
a mineral by resorting to the formula: 


dwt x reef width 
stope width 


“The product of the dwt and the reef width 
gives things known as “in.-dwt” or inch-penny- 
weights. 


“5. Recovery. Many investors feel that their divi- 
dends would look brighter or more positively exis- 
tentialist if their mines were run more shrewdly and 
hygienically. 


“Well, the Jargonauts soon put our minds at 
rest. There is no ‘shrinkage’. Everything possible is 
done to ensure that men and machine emerge gold- 
less from the depths. 


“There are no loopholes. Old machinery, which 
may have ‘absorbed’ a certain amount of dust during 
its lifetime, is smelted down and the odd grains are 
recovered by intricate mechanical and chemical pro- 
cesses. Even the literary side of mining is searched 
meticulously: this article, you will be pleased to 
know, its author and its editor, were all treated by 
the cyanide process, and every word and space was 
analysed in case a brick had ben dropped. Thur's 
gold, as someone once remarked, in them thur ells. 


“If the Jargonauts themselves are dismayed by 
these revelations I invite them here and now to 
launch a counter-attack. My subject is economics.” 


—Bernard Hollowood, Optima’, Decem- 
ber 1957, a quarterly review published 
by the Anglo-American Corporation of 
South Africa. 
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Putting 


MOTIVATION RESEARCH 
To Work 


Consumer motivation research, or the use of the social 
sciences in marketing, is one of the currently “hot” subjects in 
that field. Despite voluminous writing on the subject, little has 
been done to help the businessman understand how, when and 
.where he can use this new marketing tool. The following article 
is addressed primarily to the business executive who is wonder- 
ing how motivation research might be used in his business. 


DAVID S. R. LEIGHTON 


IN many respects, the year 1957 might be said to 
mark the coming of age of consumer motivation 
research. While the controversy among marketing 
practitioners died down, the outpouring of words on 
the subject—both written and spoken—reached new 
heights. For the first time, thousands of Canadians 
and Americans became aware of Thematic Apper- 
ception Tests, the concept of Social Class, and Dr. 
Ernest Dichter, the High Priest of motivation re- 
search. 


Chief agent in publicizing this hitherto rather 
obscure marketing tool to the general public was an 
ex-newspaperman named Vance Packard, whose sen- 
sational volume, The Hidden Persuaders,' hit the best- 
seller lists for non-fiction. Packard’s book is a racy, 
glib, and over-simplified description of some of the 
work now being done in motivation research. The 
author greatly overplays his hand in portraying 
motivation research as a sinister plot against the con- 
sumer.” 


In striking contrast, 1957 also saw the appearance 
of a scholarly and thought-provoking work which 
appears destined to be the authoritative work in the 
field for some years to come. Entitled Motivation 


'David McKay Company, Inc., New York, 1957 

2For a discussion of some of the ethical issues raised by Packard, 
see “Advertising is not a Plot”, by Fairfax M. Cone, The Aflantic 
Monthly, January, 1958, p. 71. 


Research and Marketing Management, it is the pro- 
duct of three years’ research by Prof. Joseph New- 
man of the Harvard Business School. While tending 
towards the theoretical, Newman's work contains 
much that is of practical interest to the businessman. 


Coincidental with the publication of these two 
books came a veritable torrent of articles on moti- 
vation research in the journals, business publications 
and commercial newsletters of the U.S. and Canada. 
Psychology, Sociology and Anthropology professors 
suddenly found themselves in unprecedented de- 
mand as luncheon speakers at gatherings of busi- 
nessmen. Nine out of ten of the public pronounce- 
ments on motivation research followed the same 
general pattern: describing how “nose-counting” has 
become inadequate, describing the techniques that 
have been borrowed from the social sciences to fill 
the gap, and often listing a number of dramatic 
examples where motivation research allegedly helped 
leading firms increase sales and profits. 


All this is very well, and perhaps even neces- 
sary. But discussions of this sort are not of much 
help to the businessman faced with the necessity of 
running his operation from day to day. In the 
author’s opinion, most businessmen don’t need to be 
“sold” motivation research. Although one would 


$Harvard Business School, Division of Research, Boston, Mass., 
1957. 
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hardly think so from reading current literature on 
the subject, most businessmen are keenly aware of 
the importance of psychological (or non-rational) 
buying motives on the part of their customers. They 
are much more ready to accept new concepts and 
approaches to marketing problems than most acade- 
micians, advertising and marketing research practi- 
tioners seem to assume. 


If one accepts this premise, then the important 
question to marketing men is not “What is motiva- 
tion research and is it any good?”’, but rather “How 
can I use motivation research in my company to help 
solve my problems?” In this respect, motivation re- 
search is in. exactly the same position today as market- 
ing research of more traditional types. And, as in the 
case of other forms of marketing research, the busi- 
nessman is more concerned with the use of motivation 
research than with the question of techniques that up 
until now has obsessed most writers on the subject. 


Let us take a look at the important questions 
that arise from this matter of the use of motivation 
research. A partial list might be as follows: 


Where can motivation research be used? 

How can motivation research be used? 

Who should do the research? 

How can the quality of the research be judged? 


How can research findings be translated into 
concrete programs of action? 


These questions, of course, could be consider- 
ably developed depending on the specific problem. 
The above list, however, should suffice to cover 
some major areas of interest in the use of motivation 
research. They will be used as an outline for the 
succeeding discussion. 


In this discussion, the term motivation research 
will be used in its broadest sense as covering any and 
all methods of studying the functioning of the con- 
sumer’s mind. The term is often misused to refer 
only to techniques such as indirect questioning, but 
Politz* has pointed out that logically any kind of 
questioning, direct or indirect, that seeks information 
on consumer motivation is motivation research. Fur- 
thermore, most of the work that has been called 
motivation research has not in the first instance 

directly into consumer motives, but rather into 
their psychological attitudes and feelings on the 
implicit assumption that these provide information 
regarding the motives behind consumer buying. Some 
writers have attempted to define motivation research 
as research into the reasons why people buy, but they 
4Alfred itz, “What is Consumer Motivation Research”, Proceed- 
ings of the Boston Conference on Distribution, 1955, pp. 55-58. 
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consistently refer only to indirect questioning, appar- 
ently overlooking the fact that many of the reasons 
why people buy things are explainable in economic 
or other terms and are best obtainable through tra- 
ditional methods of marketing research. For example, 
such things as climate, price and income obviously 
explain why people buy many of the things they do. 


All this might seem like hair-splitting to the 
businessman, but in the author's view much of the 
controversy and misunderstanding concerning moti- 
vation research might have been avoided had people 
all understood the same thing when they referred to 
motivation research. To repeat, then, we will use 
motivation research to refer to any method of ob- 
taining information pertaining to the functioning of 
the consumer's mind. 


WHERE CAN MOTIVATION RESEARCH BE USED? 


Motivation research, embracing as it does ques- 
tions of buying behaviour, has potential use for 
marketing problems of almost any type. However, 
its most fruitful possibilities seem to lie in the plan- 
ning of overall marketing strategy, in questions of 
product policy, and of advertising policy. Much of 
the use to date has been in connection with adver- 
tising appeals and packaging. These, however, are 
rather limited problems compared with the potenti- 
alities of motivation research in the broader ques- 
tions of overall marketing strategy. 


For the individual product, motivation research 
can identify not only the consumer's psychological 
needs, but can identify consumer attitudes towards 
a particular brand, and presumably help the manv- 
facturer to determine whether the brand image or 
mental personality his product possesses is the right 
personality so far as maximizing sales is concerned. 
Chicago Tribune studies of automobiles, beer, cigar- 
ettes, and detergents, for example, show clearly that 
many of the individual products have well defined 
personalities, and that people tend to express and 
identify themselves with Pasty of a particular 
personality. What the individual company should 
ask itself is whether efforts might profitably be de- 
voted to giving its product a different personality. 
The “tattoo” theme in advertising for Marlboro 
cigarettes, for example, represented one step in a 
concerted campaign to give that brand a more mascu- 
line personality; other parts of the campaign in- 
volved a redesign of both the product and the 
package. 


In this area of overall strategy, then, it is im- 
perative for the businessman to know what, if any, 
“brand image” his product (or firm) has now. It is 
no less important to have some idea as to what that 
brand image should be. And finally, the business- 
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man must know how to get from point A—where 
he is now—to point B, where he wants to end up. 
In all of these matters, motivation research can be 
of help. 


The very nature of the information yielded by 
motivation research — attitudes towards products, 
brand images and consumer needs—indicates where 
and when it should be used. In the area of product 
policy, for example, information on consumer needs 
is basic. After all, marketing starts with the con- 
sumer, and the product—no matter what it may be 
—is merely a means to satisfy consumer needs. 
Thinking of consumer needs and wants first, and 
then devising the best possible product or service 
to meet these needs is the only sound approach to 
product planning. A leading can manufacturer who 
has stopped thinking of himself as selling tin cans and 
now considers his job as the marketing of product 
protection affords a good example of the consumer- 
oriented approach. Too often, taking the existing 
product as given and then devising ways to sell it 
has tended to stultify thinking in this important area 
of marketing. 


Motivation research would seem to have its 
greatest potential use for the individual firm in cases 
where the usual so-called “rational” factors do not 
seem to provide a full explanation. For example, if 
a product is relatively standardized (i.e. close substi- 
tutes exist), the physical qualities apparent, and a 
slight difference in price would mean the gaining of 
a substantial portion of the market, the ‘“non- 
rational” buying factors would appear to be of little 
importance and motivation research of limited poten- 
tial usefulness to the individual firm. A good exam- 
ple would be refined sugar. This is not to say that 
for the sugar refiners as a group, motivation research 
could not be of help, but for the individual firm, it 
does not appear potentially very useful. 


On the other hand, motivation research does 
appear to have great potential usefulness where 
brands and brand promotion assume more import- 
ance. This would be particularly true in cases where 
with physical qualities, promotion and distribution 
relatively equal, significant differences exist either in 
share of market, price, or both. Instant coffee and 
beer provide good examples. 


In all of this, the question of cost is of great 
importance. Motivation research — good motivation 
research—is not cheap. Some motivation studies are 
reported to have cost as much as $30 an interview, 
compared to between $3 and $10 for an interview of 
the direct-question type. Like any other research, it 
must eventually be paid for out of profits. Elaborate 
research programs on questions of relatively little 
importance are obviously not justifiable; discretion 


and judgment must be used to keep expenditures at 
a reasonable level. At the same time, there is a dan- 
ger that research may be scrapped because it fails to 
provide immediate, short-run benefits. Motivation 
research must be regarded as in the nature of a cap- 
ital expenditure, and should be handled in the same 
way as other more common forms of capital expendi- 
ture. 


HOW CAN MOTIVATION RESEARCH BE USED? 


Motivation research is clearly not a substitute 
for Market Surveys, Sales Tests, Copy Tests, or any 
of the other traditional tools of Marketing Research. 
Each, when properly handled, seeks to obtain differ- 
ent types of information. Traditional market surveys 
using the direct question have provided and will 
continue to provide much useful information relating 
to the consumers of a particular product—where they 
live, where they buy, how often they buy, and some- 
times even why they buy. Such facts are basic, and 
motivation research is clearly no substitute for tradi- 
tional methods of obtaining them. Similarly, motiva- 
tion research is no substitute for controlled experi- 
mentation, as is typified by market testing, in pro- 
viding information on consumer willingness to buy 
a certain product. Motivation research does comple- 
ment these older devices by providing information 
on, and new ways of looking at, consumer attitudes 
and needs not obtainable through other means. As 
such, it is a valuable addition to the marketing man’s 
kit of tools. 


The Chicago Tribune study on automobiles pro- 
vides a good example of the strengths and limita- 
tions of motivation research. The study, based on a 
small sample, clearly showed that people could be 
meaningfully grouped into several classifications 
insofar as their attitudes towards certain makes of 
cars were concerned. Thus the manufacturers of 
Chevrolet and Chrysler were told that the people 
who bought these automobiles were, by and large, 
those who “want to avoid being too conservative or 
too extreme. They don’t want to be conspicuous by 
being too reserved or too flashy. They want to keep 
up-to-date, being neither stodgy nor very ‘advanced’. 
They think about practicality and realism too, but 
give a more active interest to looks, getting on the 
bandwagon.” 


Clearly, it is important to the manufacturer to 
know what type of people buy his product—not 
only in terms of income, sex, age, etc.—but also in 
terms of personality. But motivation research, with- 
out the aid of some of the more traditional research 
approaches, cannot answer the $64,000 question: 
How many people feel this way about our product? 
How many are there in the other categories who 
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don’t buy our product? Where do they live? How 
old are they? What sex are they? And so on. The 
more traditional methods can provide such answers. 
Hence, it is by a combination of approaches that the 
really fruitful answers may be derived. 


Newman’ describes research as essentially (a) 
getting hypotheses, and b) testing them. He 
emphasizes the function of motivation research in 

roducing ideas and hypotheses, as distinguished 
Ws a good part of traditional marketing research 
which has been more concerned with the testing of 
ideas and hypotheses. The same thought has been 
expressed in a somewhat different way by A. R. Grau- 
stein, Jr., Marketing Research Director of Lever Bro- 
thers Company: 


“ . . we have come to think of motivation re- 
search as essentially, an idea source. 


“Ideas are a most valuable tool of our business 
operation, and we are very happy to get them in any 
way we possibly can. Once we have developed an 
idea through motivation research, we can turn it 
over to the marketing people and say, in effect, ‘look 
boys, does this idea intrigue you enough so that it 
makes you want to take some new marketing action? 
If so, tell us what you'd like to do and how you'd 
go about doing it, and we'll then test the effective- 
ness for you in terms of old-fashioned nose-counting 
techniques.’ 


WHO SHOULD DO THE RESEARCH ? 


Motivation research is a job for specialists. Few 
firms are of sufficient size and have sufficient con- 
tinuing need for research on consumer motivations 
that they can afford a full-time expert on motivation 
research. Moreover, even motivation research firms 
often find it necessary to bring the combined efforts 
of a number of specialists from different fields 
(psychology, social psychology, sociology, anthropol- 
ogy, etc.) to bear on a particular problem. For this 
reason, the research is best left to an outside firm 
specializing in such research. 


How should such a firm be selected? A number 
of criteria might be suggested: 


1. In general, firms which have been firmly 
wedded to traditional marketing research methods 
are not sympathetic to motivation research and may 
be offering it merely because clients have demanded 
it. 

2. A firm with considerable previous experi- 
ence in motivation research is more likely to have 


SMotivation Research and Marketing Management, op. cit. 


SAddress to the Sales Executives Club of New York, reported in 
The Nielsen Researcher, November, 1955. 
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worked the “bugs” out of its methods and is also 
more likely to be of practical help in suggesting 
marketing problems where research can be applied. 


3. A firm employing specialists with a variety 
of backgrounds in the social sciences is more likely 
to give a balanced viewpoint to problems of con- 
sumer motivation. 


4. A firm with a reputation for good work 
from its previous or current clients is, of course, to 
be desired. Unanimity on this score is not a “must”, 
but certainly a strong pattern of client satisfaction is 
a good indicator. 


5. The individual members of the specialist 
firm should preferably have extensive and sound 
educational backgrounds at reputable institutions. 
Motivation research is only as good as its interpre- 
tation, and the quality of the interpretation depends 
primarily on the individual judgment of the inter- 
preter. This requires strong academic training and 
experience. 


6. Of somewhat less importance, but a factor to 
consider is the quality, experience and training of the 
interviewing force. Most forms of motivation re- 
search require considerably more skill on the part of 
the interviewer than do orthodox market surveys. 


HOW CAN THE QUALITY OF THE 
RESEARCH BE JUDGED? 

In traditional forms of marketing research, the 
businessman's job in appraising the quality of the 
research work is difficult, but in motivation research 
it is next to impossible. Market surveys, and to a 
lesser extent market tests, have reasonably well ac- 
cepted standards of practice which the marketing 
man can use to judge the quality and limitations of 
the work done. Sampling practices, questionnaire 
design, interviewer control and the like have reached 
a relatively high point of development. The market- 
ing man does not have to be a statistician to under- 
stand and judge the methods used. 


With motivation research, the job of appraisal 
is different. Samples are relatively small and un- 
structured. Questionnaires are more in the nature 
of interviewing guides in many cases. The market- 
ing man cannot hope to have the training in the 
social sciences necessary to appraise the interpreta- 
tions made on the basis of the raw data. It is by 
no means unheard of for two highly skilled social 
scientists to draw different conclusions from the 
same data.’ In motivation research, the interpreta- 
tion is the key to the job and must be performed 
by a specialist; in market surveys of a quantitative 


7Both Newman and Packard, in the volumes already quoted, describe 
cases where this has happened. 
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type, the data-gathering is the key job, and the in- 
terpretation can often be made as well or better by 
the marketing executive himself. To say that the 
findings should check with the executive's experi- 
ence is not necessary valid, for, as Newman says, 
“experience can be a poor teacher as well as a good 
one; that is one reason why more research into con- 
sumer behavior is needed.””® 


Newman suggests a list of questions? which 
might be used in appraising the soundness of re- 
search, but viewed in perspective the most important 
questions narrow themselves down to those relating 
to the qualifications of the research firm. As a 
practical matter, the marketing man cannot judge 
the quality of motivation research; he must pick the 
best people available and then have faith in their 
work. . 


HOW CAN RESEARCH FINDINGS BE 
TRANSLATED INTO ACTION ? 

The step involved in taking research findings 
and converting them into concrete action is crucial. 
Mistaken interpretation can be extremely costly. 


Many motivation research studies, the Chicago 
Tribune reports among them, have attempted to go 
one step beyond a mere presentation of findings to 
recommended courses of action in advertising and 
marketing strategy. At this point, the motivation re- 
search specialists are treading on thin ice, for they are 
usually ill-equipped to grasp the complexities of the 
total marketing job, both by training and by virtue 
of the fact that they have generally been dealing 
with only one aspect of a much broader marketing 


. plan. In the author's opinion, most attempts that 


he has observed to recommend action have been 
quite unrealistic. 


The primary job of fitting motivation research 
findings into the overall marketing picture and 
translating results into action must remain with the 
marketing executive, using the counsel of the re- 
search specialist, of course. The experience, the 
perspective, the ultimate responsibility are all 
focused on the businessman. His job is not an easy 
one. 


There are many pitfalls. One common one is 
to attempt to apply findings related to a product 
type in general (primary demand) to a specific 
brand within that product classification (selective 
demand). For example, the Chicago Tribune’s Beer 
Study concluded that beer was a good common-man 
sort of beverage and should be put in believable, 
down-to-earth settings in advertising. The result was 
a spate of advertisements by competing brewers 


8Motivation Research and Marketing Management, p. 455. 
bid. ch. 13 








showing golfers heading for a beer after finishing 
their round, or husbands in cooks’ garb grilling 
steaks at a barbecue pit. The themes, the appeals, 
even the characters in the ads, seemed uncannily 
similar. It might have been believable and might 
even have sold a lot of beer, but did it sell X’s brand 
of beer? or Y's? 


Take as another example, the Tribune’s auto- 
mobile study. Given that its findings were valid, 
what should the marketing manager of the “con- 
servative” automobile manufacturer do? Should he 
try to convert his brand image to a more modern, 
up-to-date one? Or should he try to cultivate the 
“conservative” market where his brand image is 
already established ? 


These same kinds of problems are evident in 
the cases described in Newman’s book. The find- 
ings of the studies were clear enough, but could 
easily lend themselves to two completely opposite 
courses of action. Obviously, the marketing man 
who thinks motivation research is going to solve his 
problems for him is sadly mistaken. If anything, the 
use of motivation research puts a premium on indi- 
vidual judgment and skill. 


SUMMARY AND CONCLUSION 

Most of the writings on consumer motivation 
research that have appeared have been primarily 
descriptive and have emphasized techniques. It is 
the author’s view that this approach is of little use 
to the businessman who must use motivation re- 
search and is seeking some answers on a number of 
practical questions: How can I use it? Where and 
when can I use it? Who should do the research? 
How can the quality of the work be judged? How 
can the findings be translated into concrete action? 


There are few if any ready answers to questions 
such as these. The author has attempted to suggest 
some criteria which can be used, and has pointed out 
some of the factors which should be taken into 
consideration. In general, it has been concluded 
that motivation research has become accepted as a 
useful new tool of marketing research, and that it 
must be handled in much the same way as the more 
traditional marketing research devices. Certainly, 
many of the problems involved in the use of moti- 
vation research are common to market surveys, sales 
tests, and other forms of research. 


As with marketing research as a whole, motiva- 
tion research is no substitute for the judgment and 
skill of the marketing executive. He remains the 
key man in the process of getting the goods sold, 
and it is he who will determine in the long run the 
extent of the contribution motivation research can 
make to more efficient marketing. 
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How A Foreign Subsidiary Can 


WIN FRIENDS 


IN CANADA 


In advance of the invasion of Europe, booklets were issued 
to the American armed forces to a them from committing 


the worst gaucheries. The Unite 


States section of the Canada- 


United States Committee of the U.S. Chamber of Commerce pub- 


lished such a booklet on Canada in 1954: 


Really?” 


“Are Canadians 


The following suggestions are more specifically intended for 
the managements not only of Canadian subsidiaries but also of 
their foreign parents to enable them to measure their own prac- 
tice against what is thought desirable in Canada. 


INCORPORATION 


Subsidiaries of foreign companies should prefer- 
ably operate under a federal charter supplying the 
Secretary of State with full details of the directors, 
their nationality and residence. 


A company should operate under one charter 
rather than a series of provincial charters. 
ACCOUNTS 


Subsidiaries operating in Canada should also 
supply the Secretary of State with full annual ac- 
counts and balance sheets. 


Profits are the best indicator of a company’s 
efficiency and service to the community and no com- 
pany should feel ashamed of them. The public and 
community are interested and entitled to the infor- 
mation. Employees are particularly anxious that 
accounts be published. More often than not with 
foreign subsidiaries, unions have to operate in the 


dark. 


Better and more accurate accounts are usually 
kept when a subsidiary is not 100% owned. 


SHARE PARTICIPATION 

Foreign subsidiaries should sell exclusively to 
Canadians an entire issue of preferred participating 
shares, each entitled to a vote. 
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The markets for these shares will be exclusively 
Canadian and their preferred participating nature 
will ensure their owners a fair share in the com- 
pany’s growth. 


The trend of modern capitalism is towards more 
and more employee ownership of their own com- 
panies. This $2 ten usually arises partly from 
profit sharing plans and partly from plans to supple- 
ment pensions in this age of inflation. 


In addition to ensuring good employee relations 
it is also good public relations for a company to 
have shareholders in the country in which it oper- 
ates. Most shareholders are a company’s best public 
relations officers. However, the lot of a minority 
common shareholder is not always a happy one. 
Shares must be widely distributed for the market in 
them to be satisfactory. 


DI RECT ORS 


Foreign subsidiaries should welcome on their 
board of directors prominent and active Canadian 
businessmen from outside the company, not as mere 
figureheads but to help in at level public relations. 
This should be done even before there are Canadian 
shareholders. 


Naturally Canadian shareholders should elect 
Canadians to represent them on the Board of Direc- 
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tors. Any block of Canadian preferred shareholders 
should have not less than two Canadian directors on 
the board. 


OFFICERS 


Enlightened subsidiaries of foreign companies 
have long since recognized that it is in their own best 
interests to employ Canadians, especially in the top 
positions. 


Certain foreign subsidiaries have alleged they 
are unable to do this on account of the lack of suit- 
able Canadian personnel. This shortage of satisfac- 
tory staff may be caused by the company's own non- 
Canadian policy, which discourages bright Canadians 
from joining and staying with the company because 
debarred from promotion to the highest positions. 


RESEARCH 

Foreign subsidiaries should spend on research in 
Canada at least the same percentage of sales as their 
parents are doing. A progressive research and devel- 
opment division is an important motivator of a 
happy staff, just as much as share participation and 
the possibilities of promotion to the top. Competi- 
tion is becoming increasingly technological and the 
companies which get ahead are those spending the 
most on research. Leading subsidiaries in Canada 
such as Imperial Oil, C.I.L. and DuPont are spend- 
ing substantial sums on research. 


MEETINGS 


Meetings both of directors and officers should 
be held in Canada. Absentee landlords are never 


popular. 


EXPORT POLICIES 

Foreign subsidiaries in Canada should in their 
earliest years enter aggressively the export market. 
The first impact of many subsidiaries on Canada’s 
balance of payments is to add to the debits. Sub- 
sidiaries are usually involved in substantial payments 
in foreign currencies for plant and personnel. These 
claims to foreign currency become permanent if the 
final product includes “foreign content” and if divi- 
dends and interest are paid to the foreign parent. 
Subsidiaries should take the earliest possible steps to 
convert these debits into credits by aggressive sales 
in the export market; otherwise, in due course, the 
Canadian dollar will shrink in value and reduce 
thereby the value of both investment and dividends. 


Exporting is another excellent staff motivator 
and the teaching of export know-how is a great ad- 
vantage not only to the company but also to Canada. 


Activity in the export field is a good criterion of the 
vitality and social respectability of a foreign sub- 
sidiary. 


Where a subsidiary has been established solely 
to export raw materials, these exports should not be 
tied only to the needs of the parent organization. 
Subsidiaries in Canada should be free to expand the 
scale of their operations by supplying not only their 
parent’s needs but also the full extent of the open 
competitive market. 


Where the Canadian subsidiary is only one of 
many foreign operations, including an international 
export division, the Canadian subsidiary should be 
given its full share of exports. In allocating exports 
the international export division should not only 
consider quoted prices but also the substantially 
greater saving in costs obtainable from allocating 
export orders to the small Canadian operation. 


Subsidiaries in Canada should have their own 
full-time export manager and wherever practicable 
their own overseas representatives. 


Canada remains a firm believer in competitive 
free enterprise and has an active anti-trust com- 
mission, whose duty it is to investigate all agreements 
in restraint of trade. A Canadian subsidiary is a 
separate organization and should not be hampered 
by restrictions in restraint of trade imposed by for- 
eign owners. 


PRICING 

Subsidiaries in Canada should operate: on the 
basis of buying their supplies in the cheapest market, 
i.e., not necessarily from their foreign parent. Pur- 
chasing agents should not only have the parent's list 
of suppliers. 


Subsidiaries in Canada should sell their supplies 
in as many markets as possible and, if exporting, not 
exclusively to foreign owners: they should explore 
alternative and additional markets. 


PUBLIC RELATIONS 

Public relations officers should spend at least 
as much time “looking inwards” and advising man- 
agement how to Canadianize their operations as they 
spend reporting outwards, attempting to acclimatize 
Canadians to alien operations. 


PUBLIC WELFARE 

Foreign subsidiaries should play their full part 
in community life: executives should lead commun- 
ity, church and school activities. They should con- 
tribute time to these and also money to education, 
endowed scholarships, pure research and charities. 
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“Public service by the individual has been and 
still is the basis of our social progress. Private en- 
deavour has always been far ahead of lagging gov- 
ernments. Consider the health social services if you 
will, or consider education. Consider the patronage 
of art, the exploration of the physical world or the 
world of science. . . . 


“That is still true in spite of the revolutions and 
changes that have taken place in our time, and are 
still taking place. But there is one point that we 
have to recognize in these revolutions and changes, 
and that is that the part of the individual is chang- 
ing too. No longer is the individual—except in a 
few remarkable cases—able to have the impact he 
once had, or, still less, to carry the burden he once 
carried. This is largely just a matter of money, but 
not wholly so. The world now is so highly compli- 
cated, the problems have become so large, the 
machinery of action so difficult that these are not 
for the individual to handle, but rather for corpor- 
ate bodies. . . .”" 


OTHER CODES OF GOOD CONDUCT 


Other codes of good conduct for businessmen 
contemplating Canadian operations are: 


(a) (1) Don’t be fooled by similarities; 
(2) Learn all you can about Canada; 
(3) Don’t be beastly to bureaucrats; 


(4) Try to understand the nature of Cana- 
dian nationalism; 


(5) ‘Take apparent hostility calmly; 


tSir Hugh Beaver, British Management Review, July 1956, pub- 
lished in The Business Quarterly, Fall 1956. 


(6) Don’t scoff at Canadian caution; 
(7) Keep calm about the dollar. 


(b) Don’t take Canada for granted.’ 


(c) “Unless you are prepared to change your 
mind—and have your mind changed for you 
—do not undertake business in Canada. A 
Canadian venture, and indeed any interna- 
tional venture, is not merely an extension of 
the existing business, it is a mew business in 
itself.* 


(d) “if U.S. private enterprises abroad are man- 


aged in such a way that the host countries | 


are convinced they are also promoting their 
economic and social development, then it is 
most likely that they will receive the coopera- 
tion essential to long-run survival.’”* 


CONCLUSION 

These suggested “do’s and don'ts” are objec- 
tives towards which a foreign subsidiary should 
work as it grows into wisdom and maturity. Obvi- 
ously, a new branch in its earliest days can achieve 
only a small number of marks in its favour. Imperial 
Oil began in Canada with all American officers but 
gradually has become Canadianized. No company 
below a certain size can be expected to sell its capital 
in Canada, do research or have an extensive overseas 
export organization, but all these should be objec- 
tives to be reached in time. 


2Sam Welles“So You Want to do Business in Canada”, Fortune, 
August, 1952. 

3Dr. G. E. Hall, President of the University of Western Ontario, 
Boston Conference on Distribution, 1955, p. 97. 

4W. O. Twaits, Executive Vice-President of Imperial Oil, Comp- 
trollers’ Institute of America, Rochester, New York, May 1957. 
5National Planning Association, Washington, D.C. 





DEVELOPING THE UN-DEVELOPED 


What is the Western World's responsibility, if 
any, for the more “backward” countries? Professor 
A. K. Cairncross, former director of the International 
Bank’s Economic Development Institute, suggests in 
the December issue of “The Three Banks Review”, 
“just what we want such assistance to do, how much 
we can commit ourselves to, and what form our help 
should take”. 


“(1) we ought to help countries that are obvi- 
ously trying to help themselves; (2) we should run 
big risks for big stakes (in this connection he refers 
to the present Indian — and observes that 
‘if it succeeds, and the West can claim a hand in its 
success’, there will be a reaction in favour of the 
West all over the world); (3) there is no likelihood 
that private investment will of itself produce rapid 
development in the more backward countries; and 
(4) the West should take on some of the work of 








research and development that would allow the more 
rapid introduction of modern technique.” 


In support of the principle that borrowed ideas 
are the cheapest capital, Professor Cairncross writes: 


“The under-developed countries need to learn not 
only how to borrow, but how to adapt what they 
have.borrowed, since the technology of one country 
is never exactly suited to the industrial structure and 
economic environment of another. They need to find 
enough bolder spirits to put what they have borrowed 
to commercial use: a larger number of that compara- 
tively small group who, in every country, are the first 
to absorb and give effect to new ideas, perceive new 
opportunities and plan new dispositions for the re- 
sources under their control, organize and innovate.” 


—Industrial Notebook, F.B.1. Review, 
January 1958. 
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Business Biography: 





J) Wilham Horsey 


Continuing our series of biographies of Canada’s business- 
men, the Business Quarterly here presents Bill Horsey, pioneer 
of modern distribution, millionaire food magnate, educator and 


philanthropist. 


Despite success, his informal charm and 


unassuming modesty make him one of the most likeable though 
busiest men. As a living Horatio Alger success hero, he can 
inspire all starting out into the business world. 


eng is the chief, continuing influence upon a 
man who rises from being a railway company 
clerk at the beginning of his career to direct several 
of the nation’s largest food businesses at its peak? 
Ask J. William Horsey, for eighteen years president 
of Dominion Stores, and director of many other 
enterprises, both in Canada and the United States, 
controlling nationally known food products from 
orange juice to tea-bags, from fruit jellies to cake 
mixes, and he will probably reply: “Education”. For 
it was education, the young Mr. Horsey realized, 
which distinguished one man from the next, and 
gave him the impetus to see farther and reach higher. 
And when he himself had attained some success in 
his business life, he devoted steadily more time and 
money to helping others educate themselves. 


Now 66, John William Horsey, named after his 
gtandfather, an English immigrant to Canada, was 
bornp in Buffalo, New York, the son of a Canadian 
who operated a retail store and later a tea and coffee 
business. “And when the Canadian citizenship laws 
were revised I took out papers just to make quite 
sure that I am a Canadian”, says Mr. Horsey firmly. 
He grew up in Buffalo and went to public and high 
school there, but kept in close touch with his many 
Canadian cousins in the Kingston district. Bill Hor- 
sey, aged 16, started his career unremarkably as a 
traffic clerk with the Lehigh Valley Railroad, and 
stayed with the company for nine years. 


MARY ORDE 


INFORMAL EDUCATION 


During his early working years in Buffalo, he 
was close to a young man five years his senior, whose 
friendly help Mr. Horsey now realizes was among 
the most significant influences in his life. His friend, 
who was also working with the railroad company, 
was very interested in young people. “This young 
man had been to a university, and after we had fin- 
ished work we would go to his rooms, and he would 
teach me the course he had taken—inter-state com- 
merce law. We sat over his books far into the night, 
but he never minded the lateness or the effort. He 
loved to teach, and I suppose his keenness on educa- 
tion must have been transmitted to me,” says Mr. 
Horsey. 


For three years he and his friend persevered 
with the course at night, and the habit of learning— 
“the hard way”, Mr. Horsey stresses—has stayed with 
him. “I used to get up at 6 a.m. to read and study 
before going to work,” he says. “I still like to go on 
learning something, and I continue the practice to 
the best of my ability.” 


In 1916 his traffic experience led to a job with 
the traffic department in Buffalo of the already large 
Fleischmann food organization. Here he began to 
gain an insight into the problems of food distribu- 
tion in all its phases from point of production to the 
sales counter, and it was in distribution and retailing 
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that his career began to crystallize. After three years 
he was moved to the Toronto office of the company 
as assistant manager, and by 1929 Mr. Horsey had 
become divisional manager for Canada. When the 
Fleischmann Company became part of Standard 
Brands Ltd. in 1929, he was elected vice-president in 
charge of Fleischmann Products, and was later re- 
sponsible for the sales direction of Chase and San- 
born Products. He took the presidency of Standard 
Brands Limited in 1934, and four years later joined 
Dominion Stores as executive vice-president. By 
November, 1938 he had been elected president. 


SELF-SERVICE AND SUPERMARKETS 

At this time the group owned 464 small corner 
grocery stores throughout Ontario, Quebec and the 
Maritimes, with an annual volume of $18 million. 
Self-service was just beginning to take root in 
the Canadian food industry. Everywhere the tradi- 
tional small grocery gave way to larger, self-service 
stores which streamlined retailing and distribution 
methods, and added a new word to the North Amer- 
ican language. When Mr. Horsey stepped from the 
presidency of Dominion Stores two years ago to be- 
come chairman of the board, the company had an 
annual sales in the $300 million region, and 300 
units, the majority of which were supermarkets, with 
plans for scores more right across Canada. 


CITRUS INDUSTRY STABILIZED 

But this huge enterprise was by no means Mr. 
Horsey’s only concern. Soon after the 1939-45 war, 
he and his son Grant became interested in the citrus 
industry of Florida, which was passing through a 
difficult phase. Rapid expansion of the citrus grow- 
ing and processing business had outstripped demand. 
Lack of sound organization and of knowledge of 
modern merchandising among the many small oper- 
ators was hampering the industry. Against this back- 
ground the J. William Horsey Corporation was 
formed, with Mr. Horsey’s knowledge and experi- 
ence in distribution and merchandising as one of its 
chief assets. Within a few years the industry, com- 
pletely reorganized to meet modern conditions, was 
on a firm footing. Quality of conventional canned 
juices was improved, and frozen concentrates were 
developed, contributing much to the present pros- 
perity of Florida’s staple industry. Mr. Horsey’s part 
in this revival was gratefully recognized by the 
Florida Southern College, which in 1951 conferred 
an honorary doctorate on him. 
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The Horsey Corporation later acquired interests 
in quick-frozen fish products, and in 1955 diversified 
its activities further with the linking of the packaged 
food organization of Shirriff's Ltd. In 1957 the 
Salada Tea Company became a third link, to make up 
the giant Salada-Shirriff-Horsey Corporation, with 
Grant Horsey, son of J. William, as president. 


ASSISTANCE TO EDUCATION 


In addition, Mr. Horsey has interests in bakeries, 
banking, soft drinks, and several other companies. 
But even with these multiple undertakings he has 
found time to help others—and particularly young 
people. “I like to give them a hand, because I had 
to learn things the hard way,” he says. Among 
other things, “giving a hand” took the form of active 
interest in the development of the School of Business 
Administration at the University of Western Ontario, 
and for several years financing the J. William Horsey 
Fellowship at the School. His latest effort in this 
direction was the honorary chairmanship of West- 
ern’s $62 million building fund, which has all but 
reached its target within five months. He is also a 
life Governor of the Faculty of Commerce of Laval 
University, Quebec. Other concerns which engage 
him seriously are the Inter-Varsity Christian Fellow- 
ship, of which he is a director, and the Upper Canada 
Bible Society, of which he is vice-president. 


Outside his business life, Mr. Horsey, a stocky, 
grey-haired figure with shrewd blue eyes and a keen 
sense of humour, has a close family circle which in- 
cludes his Canadian wife, Clara—they were married 
at Lachute, P.Q., in 1914—a son and daughter and 
four grandchildren. He fishes and hunts, but does 
not regard himself as really keen, and prefers swim- 
ming and riding—‘though my wife doesn’t like me 
to ride much now”. With her he shares an interest 
in travel. “We like to go to Europe about once a 
year,” he comments. They particularly love England, 
where both had family connections. The Horseys 
originated in a little Somerset village, and the present 
John William Horsey has named his pleasant home 
in Toronto ‘“Maubank” after the ancient family 
home. He and his wife also combine business with 
pleasure as often as possible with visits to the sun- 
shine of Florida, where they maintained a house at 
one time. But Canada is definitely home to Mr. 
Horsey, and he has known and lived in most of its 
major cities during his fifty years’ career. 
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The Case For 


PRODUCER MARKETING BOARDS 


Increasing numbers, outside and without vested interest in 
agriculture, are concerned about pocpencerens marketing 
boards and confused by the complexities of producer marketing. 
In this article the President of the Ontario Hog Producers Asso- 
ciation outlines his personal views on producer-marketing boards, 
and on hog marketing boards in particular, and discusses why be 
thinks these boards fulfill an important function in our demo- 
cratic, competitive Canadian economy. In the belief that solutions 
cannot be reached to such questions without an understanding of 
the viewpoints involved, the Quarterly thus has undertaken to 
provide a medium of expression for Mr. McInnis’ views on this 
controversial subject. 


Betronte of producers in many parts of the world 
to increase their control over the selling phase 
of their farm operations have taken many patterns. 
Frequently it has been done through government 
flow-prices, direct purchases and bonuses. The best 
known example of this is the United States Govern- 
ment’s commodity support program. This program 
has resulted in the U.S. Government tying up some 
$8 billion of taxpayer's money in surplus farm com- 
modities and in loans directly related to this support 
program. It has also prompted the U.S. Government 
to dump millions of dollars worth of farm products 
on world markets at fire-sale prices, which action has 
unduly depressed world agricultural prices. 


Elsewhere, some producers have come to grips 
more directly with their marketing problems through 
voluntary co-operatives, where farmers own their 
own retail and wholesale companies, and where divi- 
dends are paid on the basis of volume of business 
each farmer does with his co-operative. In many 
countries co-operatives are very popular because pro- 
ducers have a direct involvement in their own busi- 
ness. 


In Canada, the Federal government has played 
an important role in the marketing of farm products 
through its non-incentive floor price program, and 
through the Canadian Wheat Board. However, 


CHARLES McINNIS 


Canadian farmers have not asked, nor urged their 
governments to assume all the responsibility for the 
marketing of farm products. This is evidenced by 
the large numbers of co-operatives in every province; | 
by the wheat pools in the prairie provinces; and, by 
the emergence of producer marketing boards, par- 
ticularly in Ontario, British Columbia and the Mari- 
times. 


HISTORY OF PRODUCER MARKETING BOARDS 

Producer marketing boards as we know them 
today are a British institution born within the Com- 
monwealth, and within the setting of British prin- 
ciples of democracy. They were originally developed 
in Queensland, Australia and took their first shape 
there in the Queensland Wheat Pool Act of 1920, 
which two years later was followed by the Queens- 
land Primary Producers Act." 


The essential feature of the Australia Acts, and 
subsequently their U.K. and Canadian counterparts 
is that where the majority of the producers of a com- 


1Reliable sources on the history of Canadian farm marketing are: 
—"“The Ontario Marketing Boards”, G. F. Perkin, Journal of 
Farm Economics, Vol. 33, No. 4, November 1951. 


—"The Development of Producer Marketing Boards in Cana- 
dian Agriculture’, Leonard E. Poetschke and William Mac- 
kenzie, Department of Political Economy, University of 
Alberta. 
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modity desire to sell their product collectively, the 
minority may be compelled by law to join in a com- 
mon sales policy. 


The British Columbia Produce Marketing Act of 
1927 was the first attempt by Canadian producers to 
set up a producer marketing organization. In 1929, 
British Columbia passed further marketing legisla- 
tion, the Dairy Products Sales Adjustment Act. In 
1931 the 1927 Act was declared ultra vires, and in 
1932 the 1929 marketing legislation was declared 
ultra vires. The Court's decision in both cases was 
based on the contention that the province’s market- 
ing legislation extended powers to the marketing 
boards which went beyond the boundaries of the 
province and into inter-provincial trade, an area 
which was strictly the prerogative of the Federal 
Government. 


The next piece of marketing legislation to ap- 
pear on the Canadian scene was at the Federal level, 
the Natural Products Marketing Act, which became 
law in 1934, and soon had 22 marketing plans oper- 
ating under it. In 1937 the Privy Council ruled this 
legislation unconstitutional, because it infringed 
upon the rights of the provinces. 


Hardly was the Act declared unconstitutional 
when the Ontario government passed its own mar- 
keting legislation, the Farm Products Control Act of 
1937. Later, this Act in one of its many amendments 
was renamed the Farm Products Marketing Act 
which is its present day name. Alongside this Act, 
today, is the Milk Industry Act, which provides for 
the marketing of dairy products on a basis compar- 
able to that provided for other farm commodities 
under the Farm Products Marketing Act. 


In 1949, some 12 years after its previous mar- 
keting legislation was found unconstitutional, the 
Federal Government introduced and passed the Agri- 
cultural Products Marketing Act. This legislation 
permits local boards to exercise in inter-provincial 
trade the same powers which the provincial legisla- 
tion allows them to exercise within the province. 


By 1940, all provinces except Quebec had passed 
some form of marketing legislation; and, in 1956 
Quebec too, had its marketing legislation. In 1955 
the Ontario Farm Products Marketing Act and sev- 
eral regulations under the Act were referred to the 
Supreme Court of Canada, and in 1957 the Court's 
decision found that the Act, as it applied to products 
produced and consumed within the province, was 
valid.? 


2For a concise and authoritative interpretation of the Supreme 

Court's 1957 findings see: Annual Report—Farm Products Mar- 
keting Board, Ontario Dept. of Agriculture, Toronto, Ont., for 
the year ending March 31, 1957. 
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The Court's finding made it clear, however, that 
for products produced within the province, but con- 
sumed beyond the boundaries of the province, the 
producer marketing groups had to secure their 
authority through the Federal Agricultural Products 
Marketing Act. 


Having both the provincial and federal market- 
ing legislation under which to operate, coupled with 
some slight amendments made last year based on the 
Supreme Court’s 1957 findings, Ontario’s marketing 
boards’ operations are completely legal and consti- 
tutional. 


The scope and importance of marketing boards 
in Ontario is seen in the fact that under the Ontario 
Farm Products Marketing Act, sixteen boards are cur- 
rently in operation, covering twenty-eight crops with 
an approximate value of about $200 million. The 
other four marketing groups covering milk and milk 
products, and operating under the Milk Industry Act, 
market products having a total value of approxi- 
mately $150 million.- Thus, today in Ontario there 
are twenty marketing groups concerned with farm 
products having a total annual value of $350 million. 


WHY PRODUCER MARKETING BOARDS? 


To answer this question let us look at the hog 
industry in Ontario. By uncovering what factors 
prompted hog producers in Ontario to organize a 
marketing board, some inkling will be gained as to 
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what things have moved farmers to create marketing } 


boards. 


In 1941 the Ontario Hog Producers Association | 


was organized. Four years later, in 1945, the Associ- 


ation’s marketing board came into existence as a re- | 


sult of a vote in which out of 29,757 people voting, 
29,353 voted “yes” or 98.6% of total votes cast. 
Assuming a total of 40,000 hog producers in Ontario, 
this vote (in which 29,363, or over 70 percent of all 
eligible voters, said “yes”) gave an overwhelming 
support to the plan. In 1953, the Marketing Board 
appointed a Sales Agency. The Agency's job was to 
sell Ontario’s annual $100 million hog crop to pack- 
ing companies, and to mail settlements for these hogs 
to their owners, plus a range of other major responsi- 
bilities, which are discussed more fully later. 


Today, some seventeen years after the Hog Pro- 
ducers Association was organized, the Association's 
scope of operations has been markedly increased. 
But, one must not lose sight of the fact that this 
Association, its marketing board and its Sales Agency 
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did not happen all in one day just because a group | 
of farmers decided it would be pleasant to have a ; 


fraternity of hog producers; or, because hog pro- 
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ducers thought it would be a nice pastime and sport 
to develop a block of farmer strength to annoy poli- 
ticians, transporters, and the packing industry. The 
many seeds which sprouted the Hog Producers Asso- 
ciation and its affiliate organizations had their origin 
many years before 1941. 


THE HOG INDUSTRY 

In the eyes of many, conditions in the livestock 
industry and one of its main segments, the hog 
industry, have had a rather unsavoury history on 
the North American continent. In 1887, John A. 
MacDonald, after winning the Federal election, re- 
ported to the Governor-General that the opposition 
party had among other things received in Montreal 
alone, nearly $100,000 from the Chicago meat-packers 
who formerly controlled the Canadian Livestock 
Market. 


In 1919, the U.S.A. Federal Trade Commission 
submitted a report on the U.S.A. meat packing indus- 
try, which in the following year resulted in the U.S. 
Department of Justice charging five major meat- 
packing companies with violating the anti-trust laws. 
This was the second time the industry had been faced 
with such a charge. At the turn of the century sim- 
ilar charges had been levelled against them. 


The Trade Commission report of 1919 forth- 
rightly stated: 


“The Combination among the Big Five 
(packers) is not a casual agreement brought 
about by indirect and obscure methods, but a 
definite and positive conspiracy for the purpose 
of regulating purchases of livestock and con- 
trolling the price of meat . . . the power of the 
Big Five in the United States has been and is 
being unfairly and illegally used to: Manipulate 
livestock markets; restrict interstate and interna- 
tional supplies of foods; control the prices of 
dressed meats and other foods; defraud both the 
producers of food and consumers; crush effec- 
tive competition; secure special privileges from 
railroads, stockyard companies, and municipali- 
ties; and profiteer.’* 


The Trade Commission report, which was a 
lengthy one, including 9,000 pages of sworn evi- 
dence, set out suggestions to effect fundamental im- 
provements in the livestock industry. 


From the point of view of many producers, the 
most depressing evidence brought forth by the Amer- 
ican investigation was the fact that the packers 


eer A. MacDonald—The Old Chieftain, Donald Creighton, 
p. 470. 


4Report of the Federal Trade Commission on the Meat Packing 
Industry, June 24, 1919. Page 32 of the Summary. 








through a very simple method manipulated the price 
and indirectly the standard of living of the producer. 
In this connection the Trade Commission report 
stated: 


“A much simpler and equally effective 
plan was then evolved in the form of a livestock 
pool, providing substantially for the division of 
purchases of the cattle, sheep and hogs sent to 
market according to certain fixed percentages, 
which could be agreed upon for long periods 
and needed to be changed only when conditions 
greatly altered, as, for example, when one of 
the big packers purchased an independent p'ant. 
This division of livestock purchases is not only 
an automatic regulator of the relative volume of 
each of the Big Five, but also secures substantial 
uniformity of prices paid for livestock and 
consequently of the prices at which dressed 
meats are sold. In brief, the prearranged divi- 
sion of livestock purchases forms the essential 
basis of a system by which the big packers are 
relieved of all fear of each other's competition 
and, acting together, are able to determine not 
only what the livestock producers shall receive 
for their cattle and hogs, but what the consumer 
shall pay for his meat.””* 


The charges levelled by the Federal Trade Com- 
mission so concerned the packers that they volun- 
tarily agreed in 1920 to a set of propositions known 
as the Packer's Consent Decree. Under the terms of 
this decree the packing companies agreed to divest 
themselves of many of their holdings beyond their 
meat-packing operations. More recently, -however, 
three big packers have asked the Federal District 
Court to modify the 1920 decree to permit them to 
enter the retail grocery field. 


In the 1930's and 40’s Canada took time to have 
a look at her own livestock industry and there found 
conditions which had many similarities to the U.S.A. 
situation. The 1937 Royal Commission report on 
Price Spreads stated: 


“There was uncontradicted evidence given 
to us by a former official of Canada Packers 
Limited in Toronto that it was the usual practice 
for this firm to arrange with Swifts before the 
market opened as to the price to be paid for 
purchases of livestock. Also the manager of the 
Western Stock Growers Association, one of the 
largest ranchers in Alberta, gave evidence that if 
a packers’ buyer gave an offer for cattle on the 
ranch, it would not be raised by any other 
packer-buyer on the ranch or in the stockyards."* 


SIbid., pags 49. 
6Report of the Royal Commission on Price Spreads, 1937, page 162. 
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The report noted in particular that one signifi- 
cant and disturbing characteristic of the livestock 
trade at the time was an increasing tendency towards 
direct-delivery of animals: 


“The third factor which has affected com- 
petition is the fact that the packing companies 
have very vigorously developed a system of di- 
rect shipment of livestock to the packing plant 
instead of to the stockyards.”” 


Said the report about this tendency: 


“From the foregoing it will be observed that 
the producer shipping direct is largely in the 
hands of the packer as to weights, grades and 
prices. Such a producer in effect delivers his 
livestock to the packer and trusts that he will be 
treated fairly as to weight, grade and price. He 
is unprotected by an agent or by any regulations 
except in the grading of hogs. In these circum- 
stances it is not difficult to see who is in the 
strong and who is in the weak position.” 


“These direct shipments therefore have the 
effect of breaking down the price upon the pyb- 
lic yards, and when this price has been so broken 
down to a level satisfactory to the packer, then 
he secures his necessary supply. Not unnaturally, 
it follows that on a slow or draggy market, 
prices are easily depressed.””® 


In order to secure an authoritative analysis of 
the hog market situation in Ontario, the Ontario Hog 
Producers Association secured the services of Dr. 
Lattimer, formerly an economist at MacDonald Col- 
lege, Montreal. In an extensive report which Dr. 
Lattimer submitted in 1950, he made strong condem- 
nation of the practice of direct-delivery: 


“This is such an unsatisfactory method of 
marketing as to be almost unbelievable. No bet- 
ter method could be devised of depriving the 
feeder of bargaining power.” 


DIRECT-DELIVERY AND BARGAINING POWER 


As was already said, the seeds germinating the 
development of the Ontario Hog Producers Associ- 
ation, Marketing Board and Co-operative were sown 
many years before 1941, when the Association was 
formed. Out of the Chicago-packers’ election monies 
which flooded into Canada before the turn of the 
century; out of the U.S.A. Federal Trade Commis- 
sion’s investigation into the conditions of the live- 


TIbid., page 162. 

8Ibid., page 162. 

9Confidential Report on Hog Marketing and the Hog Industry to 
the Ontario Hog Producers Marketing Board by Prof. J. E. Lat- 
timer, April, 1950. 
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stock industry in that country; out of Canada’s two 
price spreads’ investigations; out of Dr. Lattimer's 
- findings; out of the indignation of many hog pro- 
ducers at the Canadian meat packers’ practices of re- 
ceiving some 90 per cent of Ontario hogs direct at 
their plants from transporters who were being paid 
bonuses by the packers; and, out of the packers’ re- 
fusal to discuss or negotiate prices with the Hog Pro- 
ducers Marketing Board before the Board set up its 
Sales Agency—these things helped generate the over- 
whelming momentum which provoked Ontario hog 
producers to look into their industry and vigorously 
to seek remedies. 


It was this matter of direct deliveries which 
brought things to a head in Ontario. 


Previous to July 1956, Ontario’s hog industry 
had this pattern: Over 90 per cent of all Ontario hogs 
were picked up at the farm and were moved directly 
to packing plant premises. No effective selling was 
done on these hogs. They were dumped at packers’ 
plants without prior agreed price. The remaining 
approximately 10 per cent, or less, of Ontario hogs 
were delivered to the Ontario Stock Yards in To- 
ronto and were sold by agents. It was said by some 
that it was this 10 per cent, or less that was setting 
the price for the 90 per cent of hogs delivered direct. 
But, it was even worse than this, because many of 
the hogs delivered direct to the plants outside To- 
ronto brought a lower price than that paid on the 
open market in Toronto. 


There was, therefore, no open-market in On- 
tario strong enough, or representative enough, to set 
a price on hogs. The price was being set mainly by 
the big packers, and the allocation of Ontario's 
weekly hog crop to packers was also being controlled 
at that level of the industry. 


Many hog producers across Ontario were per- 
turbed about conditions in Ontario’s hog industry. 
With only ten per cent of Ontario’s total annual 
$100 million crop of hogs being sold on an open 
market under competitive bidding, and the balance 
moving direct to packing plants, they agreed with 
the Royal Commission Report which said that this 
condition broke down prices on the public yards and 
placed the producer in a position where his bargain- 
ing power was nil. In my judgment, what incensed 
many Ontario farmers particularly was that trans- 
porters were being paid bonuses by the meat packers 
to ignore the public stockyards and to deliver hogs 
direct to packing plants. These bonuses in effect 
were being used to eliminate open-marketing and 
competitive bidding. A number of Ontario hog 
producers decided that the time had come to take 
corrective action. The packers’ excessive influence 
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over hog prices had to be pared down, and Ontario 
farmers freed of the undue and unjust control which 
was being exercised over the hog industry and our 
farm income. 


It required thirteen painful years for Ontario 
hog producers to organize their Association, the Hog 
Marketing Board, and the Sales Agency (the Sales 
Agency is called the Ontario Hog Producers Co- 
operative); and, it required another three years to 
put the organizations into full forward action. After 
overcoming a series of resistances and legislative 
complexities during a period of sixteen years, hog 
producers finally found themselves prepared and 
able to move. In July 1956, the Hog Co-operative 
commenced remodelling Ontario’s entire hog market, 
and in the 18 months that have followed, dramatic 
changes have been effected in that market. 


A NEW MARKETING PATTERN 

Ontario hog producers through the Ontario 
Farm Products Marketing Act were given powers to 
direct transporters to deliver Ontario-produced hogs 
to specified points; and, given powers which per- 
mitted it to direct packing companies to receive only 
those hogs which had passed through producers’ 
marketing points.’ 


With these powers the Co-operative, as the Sales 
Agency of the Marketing Board, was enabled to carry 
vat its sales policy of selling to the buyer willing to 
pay the highest price and of delivering hogs only to 
those processors who had already purchased the hogs 
from the Sales Agency. In order to carry out this 
policy effectively the Hog Co-operative in 1956 and 
1957 established marketing points across Ontario 
where hogs were assembled and sold. Many of these 
marketing points, of which there are 14 today, are 
linked with the Co-operative’s head office in Toronto 
by teletype, which provides instantaneous communi- 
cation. All the selling is done at the Co-operative’s 
sales offices in Toronto. This means that whereas 
before July 1956, Ontario hog producers had only 
one open-market to which they could send their 
hogs to be sold; today, they have the choice of 14 
open-markets across the province. They now have 
the freedom to choose with each shipment of hogs 
to send their hogs to any one of these marketing 
points. 

Today, as a result of the directional program of 
the Ontario Hog Producers Co-operative, the old 
marketing pattern for hogs in Ontario has been 
greatly changed. Over 80% of Ontario’s hogs are 
moving through the marketing points of the Ontario 
Hog Producers Co-operative. This means that less 


10 Section No. 11 in the Regulations of the Ontario Hog Pro- 
ducers Marketing plan. 








than 20 per cent of Ontario produced hogs are being 
delivered direct to packing plants, and when market- 
ing points are opened all Ontario hogs will be sold 
on open-markets. It also means that the possibility 
of what in my opinion is a most pernicious system 
of pre-arranged percentage division of Ontario hogs 
among the big hog buyers has been eliminated. The 
Ontario Hog Producers Marketing Board has con- 
siderable evidence to indicate that such a system 
existed here in Ontario—a system which the U.S. 
Federal Trade Commission thoroughly condemned 
because it was used to determine what the producer 
received for his hogs. 


Thus, now a big percentage of Ontario’s hogs 
are under producers’ control and are delivered to the 
packers’ plants only after they have been sold by 
expert salesmen of the producer. It also means that 
the packers’ system of bonusing transporters is being 
gradually wiped out." 


Put simply—the Hog Producers Association and 
its affiliate organizations equip farmers with sound 
salesmanship in the marketing of their hogs, so that 
the farmer can exert some influence on the market 
and can earn the best price that the market will yield _ 
at any given time. The producers’ hog organizations 
are dedicated to assisting the farmer to secure just 
and competitive prices, to secure a reasonable stan- 
dard of living, to secure honest weights, to secure 
proper identification of his hogs,” and to create and 
maintain honest competition in the market place. 


SOCIAL JUSTIFICATION i 

Having certain powers delegated to it from the 
Ontario Farm Products Marketing Act, how then 
does the Ontario Hog Producers Marketing Board’s 
program relate to, and strengthen, Canada’s competi- 
tive and democratic economy ? 


Before answering the question, let us first look 
at this label “competitive democratic economy”. 


11 Jt is interesting to note that on June 13, 1957, the Automotive 
Transport Association of Ontario issued a. letter condemning 
this. transporter bonusing by the packing industry. The letter 
said that this bonusing practice was discriminatory and made 
for unfair competition among truckers. 


12In the years 1946 to 1951 the Ontario Hog Producers Market- 
ing Board attempted to negotiate and determine a policy which 
would make it necessary for the transporters of hogs to tattoo 
each producer's lot of hogs before they were mixed with other 
hogs, and to leave a receipt with the producer stating the num- 
ber of hogs received and the tattoo number. The Board was 
given powers under provincial marketing legislation to negoti- 
ate on this point with the trade. To the disappointment of many 
Ontario hog producers the authority to do this was taken away 
from the Board and transferred to, and placed under, the Grades 
and Sales Act, and finally placed under the Livestock and Live- 
stock Products Act. To date there is no evidence of any ex- 
tended efforts being made to enforce these regulations, and it is 
estimated that for fully 50 per cent of the hogs that. are mar- 
keted in Ontario the producer has no definite evidence to prove 
-— rf were his hogs that were weighed, graded and even 
paid for. 
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Concurrent with the emergence of large busi- 
ness corporations, there has been an increasing ten- 
dency on their part to institute public relations de- 

artments whose main function is to convince the 

public that these companies are good citizens, in fact 
to convince the public that these companies have 
souls and social consciences. In a recently printed 
book dealing with this question one finds this state- 
ment: 


“The large corporation is an institution that 
must find social justification.” 


In some instances, however, this new drive by 
large corporations to develop social consciences and 
to seek to publicize the existence of their consciences 
has, in my opinion, come a little late. In fact, so 
late that many producers have been compelled to 
take action to correct a market situation which was 
neither competitive nor democratic. 


Marketing boards were born out of necessity in 
a desperate move by farmers to give themselves a 
power that matched the power already acquired by 
large corporations, by labour and by retail stores. In 
the case of the meat packing industry, the hog mar- 
keting board has emerged because many producers 
believe the industry has defaulted. Four meat 
packers in Ontario purchase about 60 per cent of 
the province's hog production, and the purchasing 
practices of these giant corporations permitted and 
abetted the virtual disappearance of public market- 
ing of hogs; in addition the packers apparently par- 
ticipated in a regular arranged percentage division 
of the weekly Ontario hog crop. It was to their 
advantage temporarily to promote direct-delivery and 
they hastened and maintained this pattern by bonus- 
ing the transporter. 


Today, it is the view of many producers that 
because the Big Four did not promote and support 
open-marketing and competitive bidding on a proper 
scale (open-marketing and competitive bidding are 
highly regarded institutions in a democratic, com- 
petitive economy) they have been directly respon- 
sible for making it necessary for farmers to organize 
themselves into marketing boards. 


Farmers are realists. They recognize that changes 
have occurred in our democratic, competitive econ- 
omy and that our present-day economy is fractured 
into large powerbtocks — industry, labour, and the 
consumer.'* They recognize, too, that because of this 
fracturing that they as individual traders have suf- 
fered. But, many are wise enough to realize that 


13 Great Enterprise—Growth and Behaviour of the Big Corpora- 
tion, Harrymon Maurer, page 12. 

14 American Capitalism—The Concept of Countervailing Power, 
J. K. Galbraith. 
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they can’t halt this emergence of large power-blocks 
in our economy. 


Rather than try to change the present-day econ- 
omy, many farmers recognize that if they are to have a 
standard of living comparable to other segments of 
the economy, they have to abandon much of their 
rugged individualism and find a means of demo- 
cratically organizing themselves into an economic 
block; or, better still, into a “countervailing power” 
as Professor Galbraith so aptly calls it.!° Our matr- 
keting boards are this “countervailing power”. 


The marketing boards are a self-help and self- 
government method which the farmer is utilizing to 
regain lost bargaining power, and a method to coun- 
teract effectively the excessive downward pressures 
on producer prices which are being exerted by large 
corporations. They are a countervailing power work- 
ing against the monopolistic practices of certain seg- 
ments of the trade. In my opinion, the marketing 
boards are a built-in safeguard of our Canadian 
porn just as is the Combines Investigation legis- 
ation. 


VOLUNTARY MARKETING 


Some people suggest that producer marketing 
boards (where the majority of the producers of a 
commodity desire to sell their product collectively, 
the minority may be compelled by law to join in a 
common sales policy) would be better discarded in 
favour of a marketing operation where participation 
is voluntary. 


In the Gordon Commission Report on Progress 
and Prospects of Agriculture there is a documenta- 
tion on voluntary co-operative effort to market cer- 
tain farm products: 


“The growers gradually concluded they 
could never hope to gain very much from volun- 
tary co-operation. In their view what was 
needed was legislation which would permit 
100% control of the product.” 


DEMOCRATIC BASIS OF MARKETING BOARDS 


Farmers, by full-fledged elections, vote in mar- 
keting boards so if they want to discard them, they 
vote them out. These votes are held under strict 
government supervision. Annually marketing boards 
hold elections for the provincial directors and offi- 
cers. Should the Minister of Agriculture feel that a 
marketing board is abusing its powers or has lost its 
support, he may call a vote, or he may even dissolve 


15 Ibid., page 159. 
16 Royal Commission on Canada’s Economic Prospects—Progress 
and Prospects of Canadian Agriculture, January 1957, page 293. 
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a board.’ This is the democratic system which farm- 
ers have developed out of necessity to protect them- 
selves, and to effectively live in an economy of power 
blocks. This is a form of democratic self-govern- 
ment. 


The public should be relieved to think that 
farmers have not asked the government to nationalize 
the processing industry and be rid once and for all of 
the dangers of their power. Nor have hog produc- 
ers asked for excessive government price supports 
for their industry. Rather, with good self-help, 
sense, and with a system having built-in democratic 
process, they have created marketing boards which 
are able to meet big industry at their level of power, 
skill, and resource. By so doing the marketing boards 
are remedying what they consider to be abuses which 
beset not only the producer, but also the consumers. 


Marketing boards are a product of our 20th 
century Canadian economy. With a history of 30 
years behind them in Canada, our boards have 
proven their worthiness—economically and legally."* 
They were born within the Commonwealth, every 
province in Canada has marketing legislation, and 
they were all born out of situations comparable to 
the hog industry. An examination of the history of 


17 Section 4, Ontario Farm Products Marketing Act. 


Ontario’s Milk boards will reveal their magnificent 

accomplishments in putting the milk industry on a 

sound footing.” As long as there will be large pro- 

cessing companies, strong unions, powerful retail 

— there will have to be producer marketing 
ards. 


Farmers are not idealists to the point of remain- 
ing rugged individualists while other segments of 
our economy gird themselves with power and influ- 
ence, and with that power squeeze the individualists 
to death. Farmers, too, like to live! And, they don’t 
want to be told by outsiders and well-wishers that 
they should remain rugged individualists. 


18 Since 1931, Canadian Courts and the Privy Council have exam- 
ined and re-examined provincial and federal marketing legisla- 
tion. After repeated reappearances before the Courts for some 
twenty-seven years, there is every indication that the matter of 
provincial pol federal jurisdiction as it relates to the matter of 
marketing legislation has been finally settled. Legally, these 
marketing boards are now on safe ground. 


Economically: Ontario marketing boards have, through 
their bargaining power, brought better prices to Ontario farm- 
ers. An examination of the history of the milk industry demon- 
strates this. In the matter of hogs, the difference in prices paid 
for hogs in Ontario as compared with prices at Winnipeg, 
Edmonton and Calgary has shown a steady increase in favour 
of Ontario in the period since Ontario hog producers’ Sales 
Agency has increased its sale of hogs through open-marketing ~ 
points. 


19 Report of the Ontario Royal Commission on Milk, 1947. 





“FRONTIERS ARE NO BARRIERS" 


Just off the Virginian bank of the Potomac, less 
than thirty miles from Washington, a gambling ship 
is anchored. This ship constitutes a floating threat 
to the morals of Virginia, not to mention those of 
the District of Columbia. Both forbid gambling and 
Virginia only permits alcohol to be bought by the 
bottle from state liquor stores. In Maryland permis- 
sion to sell liquor by the drink and to install the 
minor gambling devices known as “fruit machines” 
or “one-armed bandits” is by county option. 


It is through this legal loophole that Mr. Carl 
Hill, a lawyer with a background in the nightciub 
business, has steered the S. S. Tolchester. It is moored 
below the low-water mark and therefore in Mary- 
land, opposite one of the four counties which permit 
gambling and drinking. The ship, which is open 
all round the clock, has one deck completely banked 
with rows of slot machines at which elderly ladies 
work away all day as if they were on an assembly 
line. On the upper decks, on which a notice reminds 
patrons that ties and jackets must be worn at all 
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times, there is a first-class restaurant, six bars and, 
during the season a dance orchestra playing. But 
this is only the beginning. . . 


Apart from the politicians and diplomats and 
local Virginians groaning under puritanical laws 
whom Mr. Hill is hoping to tempt out for a whiff 
of high life, his main purpose is to provide a site 
for business conventions and a health centre for ail- 
ing businessmen. In the hope of saving them from 
ulcers, more and more companies are sending their 
top executives off every few months to be toned up. 
Mr. Hill rr to equip his health centre with a com- 
plete staff of doctors, nurses and masseuses. And if 
anyone is itching for a drink, all he will have to do 
five years from now, if Mr. Hill's dream comes true, 
is to step on an escalator in the hotel in Virginia 
and move down a glass tube into a plastic-enclosed 
“tear-drop” cocktail lounge suspended from steel 
girders ninety feet over the Potomac. It will, of 
course, be in Maryland. 


—The Economist, Nov. 30, 1957. 














International Education 
For Management 


Why and what is the Economic Development Institute? 
Why does an inter-governmental institution, particularly the 
International Bank for Reconstruction and Development, con- 
cern itself with “training” or “education” in anything other than 
purely technical matters? 


ROBABLY, if the Bank had to rely on annual 

appropriations from parliaments or member 
governments, as do most international agencies, 
the Economic Development Institute would have re- 
mained one of those ideas generally recognized as 
good but never advanced beyond the project stage. 
The difficulty of persuading governments and par- 
liaments in North America and Western Europe that 
any practical good could come of a few months’ 
course, designed for senior administrative officials 
from underdeveloped countries and dependent terri- 
tories, would almost certainly have discouraged any 
international sponsor. There is a perfectly natural 
tendency, reflected in numerous fellowship and 
scholarship programs that are supported from inter- 
national budgets, to suppose that anything in the 
nature of training ought properly to be done mainly 
in universities or in the form of field research in 
appropriate areas. The only important exceptions 
that I know of, prior to the foundation of the Econ- 
omic Development Institute, were the so-called 
trainee programs in which officials of member gov- 
ernments, usually quite junior officials, are brought 
into the international agency for the period of a few 
weeks or a few months to learn about its operations, 
with a certain amount of quasi-academic instruction 
thrown in. 


Fortunately the World Bank was in a better 
position than most international agencies to give 
expression to the deep conviction, acquired by its 
management during the first 10 years of the Bank’s 
operations, that something more than fellowships and 
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trainee programs was necessary. By 1955 the Bank 
had long been financing its operations out of earn- 
ings and indeed had built up substantial reserves out 
of earnings on its world-wide investments. It did not 
need to make a case to parliaments for an extension 
of activities that its own Board of Directors consid- 
ered to be in the Bank’s long-run interest. It did, 
however, submit the plans for the Economic Devel- 
opment Institute to the test of examination by two 
great foundations, the Ford and Rockefeller Founda- 
tions, both of which agreed with the Bank's view of 
the need for an experiment in a different kind of 
“technical assistance” to member countries and both 
of which generously supported the Institute finan- 
cially during its first three courses. It should be 
added, parenthetically, that the alternative of devel- 
oping programs in universities to meet what the Bank 
conceived to be the real need of its member govern- 
ments was thoroughly examined and rejected in 
favor of the establishment of a separate institute 
which, by now, has become a regular part of the 
World Bank. 


HISTORY 

Yet the question remains, why should the World 
Bank be in this kind of business? What is the Insti- 
tute trying to do? The fundamental answer to the 
first question is that the management of the Bank 
became convinced during its early years of operation 
that in most of the countries now commonly known 
as underdeveloped (which means most of the Bank's 
member countries outside Northwestern Europe and 
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Canada and the United States) the quality of man- 
agement of economic affairs in governments and 
major public institutions was interfering with orderly 
economic development at least as much as anything 
else. It became increasingly obvious that this was 
not a problem that could be solved by money alone 
or by delivering admirable lectures on theories of 
economic growth. One cannot read any of the re- 
ports of Bank survey missions or of its economic and 
technical missions from those early years without 
being impressed with the recurrence of the theme 
that bad management of the resources that countries 
have is at least as great a stumbling block to develop- 
ment as the inadequacy of the resources themselves. 
The Bank, in short, became convinced that if any- 
thing could be done to improve economic manage- 
ment in the Bank’s member countries the investment 
involved would be sound in the fundamental sense 
of the term. 


The Institute was organized in 1955 and began 
operations at the beginning of 1956. Fourteen par- 
ticipants from as many countries took part in the 
entire program for the first course. Eighteen par- 
ticipants from sixteen countries (and two from the 
staff of the Bank) were in the second course. This 
year twenty-two participants from eighteen countries 
are taking part in the third course. 


The period of six months has been found to be 
about right. A shorter period would necessitate 
eliminating important parts of the program, such as 
field trips. On the other hand, governments would 
be unlikely. to release senior officials for a longer 
period. Indeed, one difficulty in recruiting partici- 
pants of the desired quality is the reluctance of gov- 
ernments hard pressed for competent officials to let 
their good people take six months away from their 
desks. 


COURSE CONTENT 


The program of the Institute has developed 
along four general lines. The core of the work is 
the seminar sessions which normally take place five 
mornings of the week. These consist essentially of 
a presentation by an expert and discussion by par- 
ticipants of some specific aspect of economic devel- 
opment problems. This method is very flexible and 
enables us to deal with a wide range of topics, from 
historical studies to case studies of specific Bank loan 
Operations or analyses of the probable significance 
of nuclear power in underdeveloped countries. The 
seminars are supplemented by more formal evening 
lectures on topics of general interest by recognized 
authorities in various fields. Afternoons are norm- 
ally free for keeping abreast of the substantial 








amount of assigned reading and for individual work. 
But we have found ourselves more and more gather- 
ing in small groups on week-day afternoons to dis- 
cuss matters of special concern to some of the par- 
ticipants. 


The second feature of the program is a series of 
field trips. These fulfill at least three purposes. We 
are able to give participants a first-hand impression 
of a wide variety of industrial, agricultural, power 
and transport operations and to discuss management 
problems with responsible executives in both private 
and public organizations. The field trips provide a 
very much needed break in what would otherwise 
become an intolerable routine of reading, lectures, 
and discussion. Finally, they help to satisfy some of 
the very natural curiosity of our participants about 
North America, its people, its towns and its way of 
life. This year we have been able to take the entire 
group to Mexico on one of our field trips to see and 
learn about one of the most striking examples of 
rapid growth in a developing country. 


Thirdly, participants are encouraged to engage 
in at least one individual project during the course 
of their stay at the Institute. Many participants wel- . 
come the chance to do special work on problems of 
particular interest or importance to them of their 
countries. Some do not respond to this opportunity 
and we in no sense attempt to impose any require- 
ments under this heading. Nevertheless, much of 
this. individual work produces material of value to 
some.or all of the other participants and some of ‘it 
is useful in successive courses. : 


Finally, the Institute serves to open up new con- 
tacts with sources of technical information and docu- 
mentation. To many of our participants this is 
clearly one of the most valuable things we do for 
them. This is a continuing function in the sense 
that Fellows of the Institute (those who have com- 
pleted the full course) are free to call on us for help 
in obtaining information or establishing contacts 
with qualified experts in various fields after they 
return to their own countries. 


EXTRA-CURRICULAR DIVIDENDS 


Of course, the Institute does something for par- 
ticipants that is probably more valuable, although 
perhaps less tangible than any of the four things 
mentioned above. I refer to the exceptional oppor- 
tunity given our participants to learn from each 
other. The atmosphere of free discussion and fairly 
intimate association, to which incidentally the field 
trips contribute greatly, is highly conducive to a pro- 
cess of mutual education which, I expect, is far more 
effective than anything participants get from the 
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staff or outside contributors. It is quite remarkable 
to see how, in the course of the six months, the 
seminars gradually shift from a series of bilateral 
discussions between the chair and individual partici- 
pants to real debates between participants on specific 
issues. It is also surprising and gratifying that many 
participants, as they come to feel more at home with 
us and their colleagues, freely comment on policies of 
their own governments. This is one reason why we 
make no records of our discussions and emphasize 
that everything said around the table and in the club 
room is to be held in confidence within the group. 


SPEEDING PROGRESS 


It would be presumptuous to draw any firm con- 
clusions about the problem of transmitting knowl- 
edge and experience in an international setting from 
the short period during which the Institute has been 
in operation. Nevertheless, small as it is, our fund 
of experience in this particular respect is perhaps 
as large as any and does provide the basis for some 
reflections on the broad question of what, if any- 
thing, can be accomplished by this kind of conscious 
endeavor to speed up the processes of economic 
growth by concentrating on a small number of senior 
administrative officials. 


We start, of course, from the assumption that 
experience is more relevant to the problems of 
economic development than any 4 priori economic 
theories. We start, specifically, with the experience 
of the World Bank. There can be no doubt that 
some kind of transmission of understanding does 
take place in the course of the process, often tedious, 
of surveys, analyses, negotiations and follow-up pro- 
cedures involved in the Bank’s lending operations. 
Results, of course, vary greatly from country to 
country and there are many disappointments. But 
any loan officer of the Bank can cite numerous cases 
in which visible and durable changes for the better 
have taken place in the management of economic 
affairs as a direct result of the whole range of the 
Bank’s contacts with this or that member country. 
The Institute tries to extract as much of this experi- 
ence as can be put down on paper or embodied in 
discussions with Bank officials, rather than to “teach” 
in the sense of attempting to transmit a body of doc- 
trine from “us” to “them”. This approach attempts 
to draw principles out of experience. If one can 
draw an analogy from the area of technical assist- 
ance, we are not trying to transmit techniques from 
advanced industrial countries to retarded countries 
to be applied unaltered (as might, perhaps, be per- 
fectly proper if one were dealing, say, with the 
eradication of malaria), but rather to develop new 
techniques from the experience of the underdevel- 
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oped countries themselves and from the experience 
of the Bank in aiding its member countries. We get 
Bank economists to discuss development program- 
ming, and economists from our sister organization, 


the International Monetary Fund, to organize our | 


study of exchange rates, exchange controls and te- 
lated matters. We have been fortunate in obtaining 
the collaboration of many senior officials of the 
United Nations in parts of our work for which the 
growing experience of the Secretariat is particularly 
relevant and valuable. We are constantly experi- 
menting with new ways of communicating know/l- 
edge and experience from these and other sources to 
our participants and, through them, we hope, to their 
governments and countries. 


ARE ECONOMIC THEORIES INTERNATIONALLY 
RELEVANT? 


In the field of economics proper, we have found 
ourselves up against a similar problem of communi- 
cation. It was discovered in the very early days of 
the Institute that comparatively little published ma- 
terial was relevant to the practical problems of 
administrators or economic advisers in underdevel- 
oped areas. This situation has improved consider- 
ably. A great deal of thought and research is being 
devoted by economists all over the world to the 
special problems of poor, non-industrialized econ- 
omies just emerging, or trying to. emerge, from 
centuries of economic stagnation and, in many cases, 
political disorder or colonial domination. Even so, 
a great deal of the work done by economists in the 
West is directed to other economists in the West or 
to policy problems faced by the advanced countries 
in their dealings with underdeveloped areas. Much 
of this seems irrelevant to our participants. 


Professor Galbraith has recently suggested that 
one weakness of Indian economics is a tendency to 
defer to foreign authority on matters of economic 
policy and to assume that from “economics” as it 
has developed in the West, some body of doctrine 
applicable to Indian conditions ought to be derived 
and written down in a book. Galbraith also noted 
in India the prevalence of an uneasy feeling and lack 
of self-confidence among Indian intellectuals about 
theit country’s economic policies. He concluded that 
Indian intellectuals are probably making a mistake 
to think that they can borrow their economics from 
abroad. He urged them to have more confidence in 
their own capacity for improvising and worry about 
constructing a theory of economic policy for India 
later, when they can look back and see what hap- 
pened. 


None of this means that the method and ap- 
proach of Western economics are of no value to 
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economists and others in a position to influence 
economic policy in underdeveloped countries. I am 
quite convinced that most branches of economic 
theory have something useful to tell us about ways 
of tackling problems of economies that differ widely 
from those societies out of which modern economics 
has emerged. But these things require interpretation 
and, when it comes to specific techniques, adaptation. 
I agree with Galbraith that the economics of under- 
developed countries will be written eventually by 
economists from underdeveloped countries, not by 
us in the West. 


THESE ARE MANAGERS 

Participants in the Institute are by no means all 
trained economists. This means that we could not, 
even if we wanted, conduct the course on the assump- 
tion of a common foundation in advanced economic 
analysis. This is probably a very good thing. It is 
all too easy to become fascinated with techniques 
such as input-output analysis, national accounts, and 
the construction of growth models. Some of our 
economists feel that we pitch our level of economic 
discussion too low and that we ought to give partici- 
pants more of what they consider advanced tech- 
niques. We have steadfastly resisted this pressure on 
the grounds that there are plenty of other places one 
can go for advanced economic training and, more 
fundamentally, that people who come to the Institute 
are not supposed to be the people who do technical 
economic analysis but the people who hire the people 
who do technical economic analysis. 


Indeed, the staff has come to feel that too much 
familiarity with highly refined economic techniques 
is likely to do positive harm in the circumstances in 
which most economists operate in the governments 
or organizations of underdeveloped countries. Highly 
refined methods of economic analysis set on top of a 
foundation of poor basic data and used in a frame- 
work of inefficient or even corrupt administration 
are dangerous. We think it would be a great mistake, 
for instance, for most of our member countries to try 
to adopt the planning techniques of the Netherlands 
Planning Bureau. What we have tried to do, with 
the help of Professor Tinbergen and some of his 
associates, is to extract from the experience of the 
Netherlands Planning Bureau some techniques that 
can, with judicious handling, be used to improve the 
decision-making processes in underdeveloped areas. 
But I am by no means sure how far we have suc- 
ceeded in this respect. 


ONE LANGUAGE — ENGLISH 
One of the most difficult problems in conduct- 
ing an international course of this nature is language. 








The Institute has to work in English. All Bank and 
Fund documents are in English. As is not true in the 
UN, there is only the one working language. Even 
if this were not so, it would be impossible to do the 
kind of work done at the Institute using interpreta- 
tion in seminars. Apart from the expense of operat- 
ing a simultaneous interpretation system, there is the 
difficulty that people do not really discuss when 
they communicate through interpreters—they make 
speeches. This is not what we want. 


Now this language limitation is a serious one. 
Those parts of the world best able to profit from 
the work of the Institute are not necessarily those in 
which senior officials know English well enough to 
work in that language. Within any one country, 
there is no necessary correlation between knowledge 
of English and intellectual capacity or knowledge of 
English and degree of responsibility for economic 
management. We have great difficulty getting par- 
ticipants from French-speaking and Spanish-speaking 
parts of the world who meet all the other qualifica- 
tions and also really know English, to say nothing 
of the problem in China and Japan. The makeup of 
the Institute has an unfortunate and inevitable bias 
because of this factor. But if our experience proves 
anything, it is that no matter how good a man may 
be by every other standard, it is almost useless for 
him to spend six months at the Institute if he does 
not use English readily and without undue strain. 
Some institutions engaged in training people from 
many countries might solve this problem by conduct- 
ing courses alternately in, say, English, French and 
Spanish. Unfortunately we cannot, if only ‘because 
the problem of translating Bank documents, which 
form the great bulk of our reading material, seems 
insuperable. 


PROBLEMS OF UNDERDEVELOPED COUNTRIES 

The program of the Institute concentrates on 
the problems of underdeveloped countries. Many 
people infer from this that we ignore the fact that 
what happens in the “developed” part of the world 
bears directly on the prospects of economic growth 
in the “underdeveloped” part. I am afraid that most 
of the formal descriptions of our work encourage 
this interpretation. This is one of the many areas in 
which the staff would quickly be put on the right 
track by the participants if it failed correctly to 
evaluate their needs and interests. They are keenly 
interested in obtaining the best possible information 
about trends in the economies of the United States, 
Canada and Western Europe and about developments 
in the Soviet bloc of countries which, of course, is 
unrepresented at the Institute, as none of them are 
members of the Bank. Indeed, I have the impression 
that we are spending more and more time on the 
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problems of the impact of the “industrial” on the 
“non-industrial” countries, on changes in the pattern 
of world trade, factors determining the availability 
of export capital, future demand for raw materials, 
implications of the European common market and 
other questions of this nature. 


Because they are living in Washington, our par- 
ticipants are inevitably surrounded by an American 
atmosphere. The newspapers they receive daily and 
the television programs they see are American. We 
try to emphasize in every way possible that the Insti- 
tute is part of an international institution responsible 
to many governments, including their own. So far 
we have managed to have a truly international resi- 
dent staff. In the short period of its existence the 
Institute has had resident staff members (not all for 
the whole of a course) from India, Britain, the Neth- 
erlands, Mexico and the ‘United States, and visiting 
staff (for one or a few seminars) from many other 
countries. We do not include in our regular program 
any study of American problems except a lecture on 
long-run growth prospects for the American econ- 
omy and a “case study” of the factors that ied to the 
“take off” into industrial growth in the American 
economy in the nineteenth century (one of several 
such studies of the experience of industrial coun- 
tries). Indeed, we probably lean somewhat back- 
wards in this effort to avoid giving the impression 
that we are influenced by American viewpoints and, 
particularly, by American interests. The fact is that 
with every group we have had to introduce seminars 
or extra sessions on aspects of the United States gov- 
érnment’s operations and on American policies in 
various fields in response to the insistent requests 
of our participants. As long as the initiative comes 
from our participants, we are happy to arrange 


(sometimes for only one or two interested persons) 
contacts with American government or private agen- 
cies whose activities, policies and experience are im 
portant for our member countries. 


STEPPING STONE TO PROMOTION ? 


Professor Frank Knight used to say that there is 
no visible connection between what is taught and 
what is learned. In Institute terms, I might say that 
we know what we are putting in but we don’t really 
know what participants are taking out. This is partly, 
in our case, because the participants are “putting in” 
as much, if not more, than the people who happen 
to sit at the head of the horseshoe table. It is partly 
because our objective is intangible and unmeasurable. 
There are no examinations or achievement tests at 
the Institute. It is partly because we suspect that 
politeness and a strong feeling of group loyalty leads 
many of our participants to give more credit to the 
Institute than in fact is due. I am perfectly willing 
to take credit in certain circles for the promotion that 
a Fellow of the Institute receives after returning 
home. But was he promoted because he came to the 
Institute or was he sent to the Institute because he 
was due for promotion? We do not honestly know. 
In the area in which we are working, and with the 
kind of participants we have, one new idea about 
the organization of public enterprise, or one new 
argument with which to confound a wastrel finance 
minister could easily make a difference of hundreds 
of millions of dollars in a country's gross national 
product. It is the possibilities suggested by this con- 
sideration that makes it seem practical to work with 
twenty earnest and sincere men (out of a population 
of 800,000,000?) for six months each year. 





1958 IN U.K. 


To sum up my “slant” on 1958, it may appear 
that I take a rather sombre view of the prospects of 
the British economy in these coming twelve months. 
Yet I do not feel particularly gloomy about them. 
Certainly I do not expect 1958 to figure as an annus 
mirabilis in our history. It will obviously make a 
hesitating start. There will be the great hurdle of 
the wage negotiations to surmount. There are the 
uncertainties of the American economic scene and the 

yments difficulties of the countries affected by the 
all in commodity prices to be faced. These are tenta- 
tive entries on the debit side of 1958's account, 
though we do not know their magnitude. 


But there are potential entries on the credit side 
too. Above all, there is the hope that we may at last 
succeed in arresting the debilitating malady of infla- 





tion which has been with us so long. If our people 
accept the monetary discipline which the present 
Government and Chancellor of the Exchequer have 
cere to them, then the economic system cannot 
ail to benefit from its tonic effect. In the world of 
today and with modern facilities for the training and 
transference of workers displaced from their previous 
jobs there is no reason at all to expect that the dis- 
cipline will have severe effects on employment. It 
should certainly lead to a new drive towards effici- 
ency and economies in production. So I for one 
cherish the hope that for British industry and com- 
merce, and therefore for Britain, 1958 will improve 
as it goes on. 


—Sir Oscar Hobson, F.B.I. Review, 
January 1958. 
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PERSONALITY AND ORGANIZATION 


by Chris Argyris. Harper & Brothers, New York, 
1957. 291 pages. $5.00. 


For several years Chris Argyris has been trying 
to pin down some areas of common agreement 
among the numerous and varied approaches to the 
study of human behavior that behavioral scientists 
have taken so far in the twentieth century. Many 
people who have come into contact with work in the 
behavioral sciences (psychology, sociology, anthrop- 
ology, general semantics, human relations) have con- 
cluded, and been disturbed, that behavioral scientists 
seemed to be going off in at least a hundred or so 
different directions; and Chris Argyris was probably 
no exception in holding those views himself. He was 
exceptional, however, in hoping he could do some- 
thing about the situation. In trying to find some 
sources of common agreement among the behavioral 
scientists, he pursued an ambitious assignment. It is 
interesting to consider his latest effort — Personality 
and Organization — in relation to his prior efforts to 
work his way, and to help others of us work our 
way, through the maze he saw. 


One approach he has taken has been to acquaint 
himself thoroughly with the research studies of other 
behavioral scientists. In the beginning it appeared 
that he was going to share those efforts of his with 
others by publishing short summaries or condensa- 
tions of the different theoretical schemes within 
which different behavioral scientists were working. 
His first summaries were of the field theory and 
interaction theory schools of thought. In doing that, 
his audience was plainly behavioral scientists, not 


businessmen certainly. Presumably his hope was that 
behavioral scientists, in having looks at their similari- 
ties and differences among themselves, as they could 
sce them sharply reported in his descriptive sum- 
maries of their methodologies, would take steps 
themselves to come together on common grounds. 


This effort he pursued further in a publication 
titled The Present State of Human Relations Research.’ 
In that review of existing research studies, however, 
he classified similarities and differences among be- 
havioral scientists more by their “schools of employ- 
ment” than by their “schools of thought” as he did 
in his earlier work. He described in the later publi- 
cation what behavioral scientists at several different 
universities were doing and the approaches they were 
taking to their studies of human behavior. He was 
writing again to behavioral scientists primarily, and 
his purpose remained to review non-evaluatively the 
work that others were doing, presumably still to give 
behavioral scientists a sharp look at themselves. 


At almost the same time that he was writing The 
Present State of Human Relations Research, he pro- 
duced another kind of summary of existing studies that 
was more relevant for people who read book reviews 
in The Business Quarterly. This was a book titled 
Personality Fundamentals for Administrators? That 
book marked an important juncture in Argyris’ devel- 
opment, and as such merits some attention in this 
review. For one, he was beginning to take a clear 
interest in business organizations and the problems of 


1Labor and Management Center, Yale University, New Haven, 1954: 


2Labor and Management Center, Yale University, New Haven, 1953. 


(Continued on Page 56) 
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EATON'S OF CANADA 


... vast, exciting, vigorous, like Canada itself 


You'll find Eaton’s at the Pacific coast where 
gardens are gorgeous and forests are fabulous. 
You'll find Eaton’s in Newfoundland where Atlantic 
icebergs loom on the skyline and the land is rich 





with iron. Eaton’s is here, there and everywhere, 
across Canada from ocean to ocean—on the 
French-speaking banks of the St. Lawrence; in the 
big cities; in the market towns and mining towns; 
alongside the wheatfields and oilfields; on the 
fringe of the prairies and the foothills of the Rockies. 


EATON’S is the largest department store 
organization in the British Commonwealth: 
Department Stores; Mail Order Centres with 
Catalogue circulation in the millions; Order Offices; 





Factories . . . Eaton’s is as Canadian as its 85% 
bought-in-Canada merchandise; as cosmopolitan 
as the famous products of other lands imported 
through buying offices in the British Isles, France, 
West Germany, and the U.S.A... . Like Canada, 
Eaton’s dates back to mid-Victorian days— 
founded in Toronto 1869, by the grandfather 

of the present Head of the Company. 





“T. EATON C2...- 
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Canadian Law and the Businessman 


e igo Hospital Insurance Scheme to be introduced 
into Ontario on January 1st, 1959 will affect 
every business man in the community, both in the 
benefits provided for his employees and personally. 
This article will set out briefly but completely the 
benefits available, the conditions of eligibility and 
the mandatory features, the position of employers 
and the dates by which the various steps must be 
taken, and finally a brief comment on the basic plan 
of financing and the premium rates to be charged. 


The benefits provided are much broader than 
any benefits presently available under private plans. 
The following hospital services are available to in- 
patients: 

1. Accommodation and meals at standard public 
ward level, 


2. Nursing service, excluding private nurses. 


3. All laboratory, radiological and diagnostic pro- 
cedures, including interpretation. 


4. All drugs and biologicals which are approved 
and scheduled by the Hospital Services Com- 


mission. 


5. Operating room, case room, anaesthetics, sur- 
gical supplies, radiotherapy for cancer, physio- 
therapy facilities, and all other services norm- 
ally provided by hospital personnel. 


6. Out-patient services for emergency admissions, 
providing the individuals concerned are re- 
ceived as “out-patients” within 24 hours of an 
accident, and finally, but certainly not least 
important, 


7. Care and treatment in mental and tuberculosis 
hospitals. 























JOHN P. ROBARTS, Q.C., M.L.A. 


Although the plan is confined to standard ward 
care, there are other very broad features which result 
in a coverage of the major part of the non-medical 
bills of those persons requiring hospitalization. Bene- 
fits are available to all those paying premiums and 
also those who are receiving social assistance pay- 
ments on a means test basis. The following list of 
non-limitations is very significant in providing com- 
plete protection which has never been available to 
Ontario citizens under private plans: 


1. No limitation on length of stay in hospital, and 
no limitation due to either age or occupation. 
Thus is removed from the individual and fam- 
ily the ever-present threat of the catastrophic 
illness, particularly in old age, which in the 
past has resulted in the dissipation of life-time 
savings in so many cases. The lack of age 
limitation puts the scheme within the reach of 
all our senior citizens. 


2. No limitation or exclusion will exist for pre- 
existing conditicns. This will mean assistance 
to those who are experiencing now or who may 
anticipate the need for extensive hospital care 
and services. 


3. Benefits will be available to all recognized 
social assistance cases whose inability to pay 
has been demonstrated by a means test. This 
class will include needy persons receiving old 
age security and assistance payments, blind per- 
sons’ allowances, mothers’ allowances, and 
disabled persons’ allowances. These premiums 
will be paid by the Province. 


4. Benefits for those in mental hospitals and 
tuberculosis sanatoria will be provided with no 
deductions from old age pensions or old age 
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assistance payments, providing the premiums 
are paid. This will result in savings to both 
the patient and in many instances, his family. 


5. All the above benefits will be available in pub- 
lic hospitals, mental institutions, tubercular 
sanatoria, chronic and convalescent hospitals 
which are approved by the Hospital Services 
Commission. 


It is obvious why this scheme of benefits must 
be limited to standard ward care. There is no reason 
why any individual should not provide for himself 
through a private plan any additional standard of 
care he may desire. Also, it must be borne in mind 
that the scheme deals with hospitalization only, and 
no medical benefits are provided. Undoubtedly, 
many people will provide protection for themselves 
against the cost of these services through private in- 
surance. 


Some small mention will be made of eligibility 
and of the mandatory features of the plan. The plan 
is open to everyone in Ontario regardless of age, 
occupation or condition of health. The condition of 
eligibility is payment of the premium on a monthly 
or quarterly basis, and as has been already mentioned, 
those persons receiving social assistance who are un- 
able to pay the premium, will have it paid on their 
behalf by the Province. The scheme is available to 
those persons presently in approved hospitals on the 
same basis. 


All employees of firms employing fifteen em- 
ployees must enrol in the program. It is anticipated 
that this compulsory feature will be extended as the 
administrative organization of the scheme develops. 


All others including groups of employees, indi- 
viduals, and the self-employed groups will have the 
full benefits of the plan available to them on a vol- 
untary basis. It is and will be the aim of the Govern- 
ment through the Hospital Services Commission to 
obtain the broadest possible coverage throughout the 
population of the Province. 
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All firms with fifteen or more employees must 
register their employees by August of 1958, and must 
pay the initial premium in December of 1958, thus 
making each employee eligible for benefits as of 
January Ist, 1959. 


All individuals who are not included in the 
groups of employees of fifteen or more must register 
for coverage and pay one month’s premium by Octo- 
ber 31st, 1958; premiums are then paid on a quarterly 
basis commencing in January 1959. This will provide 
for three months’ prepayment at all times. Individ- 
uals who do not enrol prior to October 31st, 1958 
as set out above, will be required to wait a period of 
six months following date of application before be- 
coming eligible for benefits. This provision is neces- 
sary to prevent persons joining immediately prior to 
entering hospital. It also provides a strong incentive 
to the individual or self-employed person to enrol 
immediately in the program. 


The projected costs of the plan have been care- 
fully studied but are of course very difficult to predi- 
cate. The total cost for 1959 is estimated at 210 
millions of dollars, of which the Federal Govern- 
ment will contribute 74 millions, and the Provincial 
Government and the beneficiaries the balance of 136 
millions. The consolidated revenue fund of the 
Province will meet 61 millions of this amount; the 
balance of 75 millions will be provided by the prem- 
iums payable by those benefitting. 


Premium rates will amount to $2.10 for a single 
person per month, and $4.20 for a family. A family 
is deemed to be parents and all dependent children 
up to and including 18 years, and those over 18 
years who are financially dependent through physical 
or mental disability. In comparing these rates with 
other private plans, consideration must be given to 
the broadness of the cover provided and the fact that 
the rates are based on the expected increased costs of 
hospital operation in 1959. 
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The pioneers who came to this continent had faith or they 
would not have come. When a man starts a business, even a small 


one, he has faith that he can succeed. 


Great businesses also are founded on faith. In the steel industry 
some large investments, such as in iron ore, are made many years 


ahead in the belief that the world will always need steel. 


In the shorter run new blast and open-hearth furnaces and other 
plant and equipment are planned some years ahead and take scores 


of millions of dollars to construct. 


There can be no running for cover in the steel industry. Stelco 
has faith that Canada will go ahead whether or not business is up 


or down next week. 
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CERTIFIED 
PUBLIC 
ACCOUNTANT 


Honour graduates in Business 
Administration interested in ex- 
tending their practical and theor- 
etical training in accounting will 
find The Certified Public 
Accountants Association of On- 
tario, incorporated in 1926, a 
very suitable medium. 


Theoretical instruction is pro- 
vided by courses conducted for 
the Association by the University 
of Toronto Department of Exten- 
sion, and practical training may 
be obtained with a public accoun- 
tant or by general accounting 
duties in business. 


Exemption from the first-year 
course and the Primary examina- 
tion may, upon application be 
granted and an additional year 
may be allowed if the applicant 
has had acceptable accounting 
experience. 


Membership in the Association 
gained by graduation as a ‘“Certi- 
fied Public Accountant” qualifies 
for a licence to practice in On- 
tario as a public accountant and 
opens many doors to high execu- 
tive and administrative positions 
in industry and in the public 
service. 


For further particulars apply to 


THE CERTIFIED PUBLIC 
ACCOUNTANTS ASSOCIATION 
OF ONTARIO 


228 Bloor Street West 


Toronto 5, Ontario 














Books for Businessmen — cont. 


businessmen. Second, he was writ- 
ing to businessmen themselves, not 
just to the behavioral scientists. 
And third, Personality Fundamentals 
seemed to mark the last of his ef- 
forts to publish summaries of the 
different theories of human be- 
havior as separate and distinct 
schools. He was beginning to say 
to himself what were the common 
agreements and what were the fruit- 
ful conclusions among the disparate 
works of the behavioral scientists 
that he had worked his way through 
in previous years. A few excerpts 
from that book show this latter 
shift in his thinking clearly: 


“We do not want to imply 
that all theories of personality 
are in agreement. There are 
differences, some major, and 
some minor. But, these differ- 
ences are not crucial in under- 
standing what personality is. . . 
Many of the differences appar- 
ent to the lay reader are really 
only differences in the use of 
words. It is not uncommon for 
personality theorists to discuss 
the same event in two or three 
different ways. The reason for 
this lies in the fact that psy- 
chology is composed of many 
different schools of thought, 
each attacking the same prob- 
lem with a somewhat different 
set of concepts (ideas), meth- 
ods, hunches, and ways of ex- 
pressing these things. Although 
this multi-approach to the same 
problem may lead to difficul- 
ties ..., it is really a healthy 
affair... . Even at this early 
Stage it is possible, by a more 
thorough analysis by those who 
might be acquainted with the 
jargon on all sides, to present a 
list of similarities which por- 
tray with a high degree of ac- 
curacy the existing underlying 
similarities.” 

Argyris had begun to see himself 
from his prior work—and with full 
justification I think — as one of 
(Continued on Page 57) 
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Books for Businessmen — cont. 


those persons “acquainted with the 
jargon on all sides” who could pre- 
sent “with a high degree of accur- 
acy the existing underlying similari- 
ties”. That had been his develop- 
mental effort for several years. He 
had unquestionably been a prolific 
reader, and he had devoted himself 
strenuously to understanding what 
he read before he tried to criticise. 


Besides Argyris’ development as 
a qualified reporter of the clinical 
and experimental research studies 
of other behavioral scientists, an- 
other side of his development war- 
rants attention as background to his 
latest publication. This is his 
growth as a researcher in his own 
right. Perhaps the major report of 
a research study of his own appears 
in the book Executive Leadership. 
That book reported his own inter- 
views, observations and conclusions 
from a study of a top executive of 
a large manufacturing branch plant 
and that executive’s relations with 
his immediate subordinates. Other 


_ studies he has conducted have been 


in other manufacturing companies, 
a bank, a hospital, and one study 
for the O.E.E.C.4 Those studies 
gave Argyris important clinical ex- 
perience of his own in conducting 
research in the behavioral sciences. 
His own research also solidified his 
interests in business organizations 
as social territories for significant 
investigation; and he learned to 
write directly to business adminis- 
trators. 


Personality and Organization rep- 
resents a culmination of this history 
of Argyris’ development. His latest 


3Harper & Brothers, New York, 1953. 
4The Impact of Budgets on People (Control- 
lership Foundation, Inc., New York, March 
1952). Human Relations in a Bank (Labor 
and Management Center, Yale er 
New Haven, Reprint No. 21). Human Prob- 
lems in a Hospital (Labor and Management 
Center, Yale University, New Haven, 1955). 
Human Relations Problems in the Nursing 
Division (Labor and Management Center, 
Yale University, New Haven, 1955). Anz 
Analysis of the Human Relations Policies and 
Practices in England, Norway, Holland, 
France, Greece, and Germany (O.E.E.C. 
Dept. of Management Reports, Paris, France, 
1955). 
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Books for Businessmen — cont. 


book represents the best summation 
I know of the findings and conclu. 
sions of behavioral scientists today 
about human behavior in business 
organizations at mid-twentieth cen- 
tury. The book is fantastically well- 
documented with reports of re. 
search studies, his own and those of 
others. A count of footnotes tells 
that side of the book convincingly 
enough: Chapter ITII—79 footnotes, 
chapter V— 92 footnotes, chapter 
VII—118 footnotes, and so on toa 
total of 642 footnotes in the whole 
book. Those footnotes are nearly 
all references to other research 
studies. The heavy documentation 
does not mean, however, that the 
book is hard to read. Argyris has 
learned how to write. As a reporter 
of other studies, he knows how to 
present a coherent, flowing, read- 
able style. As a researcher in his 
own right, he has a healthy sense of 
significance. In short, he has pre- 
pared himself admirably to write 
his latest book. The book has 
some important shortcomings—they 
should be expected considering the 
ambition of his assignment — but 
those are not my concern in this re- 
view. 

In the book he has presented the 
latest conclusions and beliefs be- 
havioral scientists hold in common 
among themselves about the nature 
of human behavior. He has review- 


ed the assumptions implicit in mod- | 


ern formal organizations as those 
assumptions relate to human be- 
havior. He has stated the conse- 
quences for men and for business 
organization if the assumptions im- 
plicit in modern formal organiza- 
tions do not change. Finally, he has 
reviewed the current hypothesis of 
behavioral scientists concerning 
changes that hold some hope for 
the future. 

Chris Argyris is still a young 
man. His entire output that has 
been covered in this. review dates 
back to no earlier than 1950. We 
should all be interested in reading 
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Books for Businessmen — cont. 


his latest book — and looking for- 
ward to his future publications. 
R. K. Ready, 
Associate Professor of Busi- 
ness Administration, U.W.O. 


QUEUES, INVENTORIES 
AND MAINTENANCE 

by John Wiley & Sons Inc., New 
York, 1958. 202 pp., $6.50. 

The author of this book was one 
of the people who brought opera- 
tional research to the foreground 
during World War II. Morse, who 
together with Kimball wrote the 
classic “Methods of Operational Re- 
search”, has here applied the prob- 
ability methods of operational re- 
search to a class of problems appar- 
ently distinct but really closely re- 
lated. Essentially, they are problems 
of waiting for and giving service. 
Typical examples are: “how many 
toll gates on a superhighway en- 
trance,” “how large a stock of spare 
parts should be kept,” and “how 
large a maintenance crew is needed 
to service a given number of ma- 
chines.” 

In all these problems, there are 
two basic questions, how often will 
the service be needed, and how 
long will servicing take in any one 
case. Morse’s solution is to assume 
that the arrival for servicing and 
the time taken in servicing will be 
represented by a certain probability 
distribution, or combinations of this 
distribution. He is then able to 
work out the mean waiting times 
and variances in his problems. 

He first takes the case when the 
rate of arrivals, or rate of servicing 
is uniform, but randomly distrib- 
uted, which leads to the mathematic- 
ally simple distribution, the expon- 
ential (or Poisson) distribution. 
Then, to allow more variability in 
the arrival and servicing distribu- 
tions, Morse considers combina- 
tions of the exponential distribu- 
tion. These combinations can 
still be handled mathematically, 
although the mathematics get tedi- 
ous, and he works out a number of 
(Continued on Page 60) 
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Books for Businessmen — cont. 


cases in the book. It appears reas- 
onable that the simple exponential 
or the combined form developed 
here will cover most of the arrival 
distributors that turn up in practice. 
The book on the whole is well 

written and definitely fills an obvi- 
ous gap, in showing how certain 
relatively simple probability distri- 
butions can be used to considerable 
advantage in dealing with a wide 
class of problems. The treatment 
mathematically is generally very 
good but a reader requires to have 
at least one calculus and one statis- 
tics course to follow most of the 
arguments — complicated in places, 
although never using advanced 
mathematics. 

Arwell Evans, 

Lecturer in Mathematics, 

University College, U.W.O. 


THE AMERICAN BUSINESS 
SYSTEM 

by Thomas C. Cochran, Harvard 
University Press, 1957. 227 pp. 
$6.25. 

This historical perspective of the 
years 1900-1955 fizzles like a Van- 
guard. It assumes that America 
leads the world, that Americans are 
the most advanced people technic- 
ally, mechanically and industrially, 
and that American business leads 
America and has a message for the 
whole world. Although modern 
management gives away sharehold- 
ers’ money to education in this busi- 
ness-dominated society, the intellec- 
tual is still an object of. derision 
and universities’ faculties merely 
useful hunting ground for business’ 
back-room boys. Although bank- 
rupted in the thirties and only sal- 
vaged by government intervention, 
American business still propagates 
the idea that most present ills are 
due to its government taxation and 
intervention. Although paying lip- 
service to free competition, it has 
organised the largest pressure 
groups to prevent the “underpaid 
foreigner” competing in the U.S. 
market. 

(Continued on Page 61) 
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In these circumstances it is hardly 
surprising that “The challenge to 
business to play its necessary role in 
American intellectual and spiritual 
world leadership was far more dif- 
ficult to meet than the adjustment 
to government contracting. . . The 
one aspect of American life that the 
whole world continued to respect 
was its material success. If the rest 
of the world could be shown that 
American business principles were 
an integral part of a larger value 
system beneficial to them and pos- 
sibly adoptable, it might be won 
over. Nevertheless, business was 
far from ready to assume the mis- 
sionary task which was thrust on it 
.. . American businessmen, for all 
their important position in society, 
did not epitomize America as did 
the independent farmers of an 
earlier era. . . . Much of the con- 
flict, much of the apparent lack of 
unity and purpose in American na- 
tional life, came from the failure 
we have noted to reconcile business 
attitudes and aims, such as the pur- 
suit of an even higher standard of 
living, with the other fundamental 
values stemming from American 
religious and democratic traditions. 
. . . To hope for moral or spiritual 
inspiration from business was ask- 
ing for new functions from an insti- 
tution originally designed to sup- 
ply only material wants.” 


Obviously it is asking too much 
of a history of American business 
development to look at other im- 
portant elements that comprise 
America. In past centuries, church- 
men have proved excellent guides 
of men’s souls but disastrous econ- 
omic administrators; soldiers excel- 
lent army commanders but poor at 
government.; and, similarly today, 
American businessmen, however 
good as businessmen, cannot be- 
come automatically the thought- 
leaders of both the United States 
and the world. Surely if the Amer- 
ican message to the world is only 
that of its businessmen, then all this 
free world leadership is just another 
Vanguard. 

A. Gordon Huson, Editor. 
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